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WASHINGTON -—. Central © Intelligence 
Agency: Director William:Casey this week 
faces a.doubie-pronged~inquiry from an un- 
happy Senate Intelligence Committee... 


structed to examine in more detail-Mr..Cas- 
,ey’s involvement. in.: Multiponics: 'Inc.,! a 
failed: agricultural concern of .which he was. 
a director. Last week, it was. disclosed that 
a federal: judge had«ruled that: Mr. Casey 
and other officers of the company knowingly: 
misled investors in? a securities adder cir 
cular, ooo. AF AE eM Tol aay 
In addition, the statf will tidy the CIA's: 
security procedures to see why they didn’t 
uncover. allegations of. improper business ac- 
tivity: by! Mex Hugel,ithe: man .Mr.: Casey 
‘chose to be director of the CLA’s spy opera-: 
tions. Mr. Hugel-resigned.last week after he 
was accused by past. business associates of. 
improper ‘and: possibly illegal ‘securities ac- 
tivities in 1974. - BEM ae BY 
The twin scandals’-have : created wide- 
spread unhappiness on‘ Capitol Hit! with Mr. 
Casey’s performance. Members of the influ- 
ential Senate Intelligence Committee are 
particularly upset because they weren’t in- 
formed in advance that the scandals were 
brewing, aides said. oye... 
“The thing that concerned them was ‘that 


the consultative process seems to have bro- |: 
committee’s chairman, also said that Mr. 
‘Casey should ‘stay in office “unless we find B 
Galea a necdiar pee : 


ken down,’” one staff: aide.said.:‘‘The com- 
mittee was. taken by: surprise. cond don’t 
like that. a ae 
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::} been scheduled before the scandals arose. © 
The: committee's. staff’: has poe jn- ; 


ton. Bee 
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Agency Provedures 


‘The committee members registered their 
unhappiness ‘‘rather clearly” in a meeting 
Friday with CIA Deputy Director Bobby In- 
man, staff members. said. The meeting had 


. Senators on the Intelligence Committee 
want.the staff to -report .its findings. early 
next week.: Committee: members want :to 
“clear the air’’ quickly, one congressional 
source-.said: ‘I; think-if the committee: is 
agreed on anything, it’s on that,’ he added. 
«Mr, Casey might have to appear person- 
ally:to convince the: committee.that there 
won't be further embarrassing details of his 
business: dealings, this source said.. Other- | 
wise, he added, some lawmakers could be- 
gin pushing for Mr..Casey to step.aside. ... | 

a: Even: before last: week's developments, 
some lawmakers had been unhappy with Mr. 
Casey because of his: insistence on appoint- 
ing Mr. Hugel to.a sensitive CIA job. Mr. 
Hugel, 4 Reagan campaign supporter, didn’t 
have any previous intelligence experience.. 

On Friday; the White House again reiter- 
ated President Reagan’s support for Mr. 
Casey. The President ‘is very firm’’ in ex- 
pressing his confidence in him, said White 
House Director of.Communications David 
Gergen. He added: ‘‘I think there is a con- 
cern that this. Rot. be pale out. of ete 


Sen. "Barry. ‘Goldwater (R,. hae “the 


128 : CIA-RDP91-00901R000400180003-5 
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CIA Director William J. Casey‘in hot, wate 
was @ loser almost from the heginning. : 
'; Allred J. Moran, the New Orleans industrialis 
_who started it all, lost as much as $2 million. when 4 
-Multiponics Inc. went bankrupt in 1971, three years: 
aster it was formed, triggering, Jawsuits by. outside: 
investors. | 
. Carl Biehl of Houston, head of a: istevedoniies 
“corapany on the Gulf Coast. and teported’ associates: 3 
OF underworld figures, lost more. than $1 million: « 


Ut is uncertain how much’ had been invested. by 
s Casey the firm’s lawyers financial adviser and cor 
ope secretary. — 

But it appears that Casey * was the only director 
= to salvage any. TnONEY. OME oF the deal § ae 
ae e tag). Mgt 

LA lawyer. fot Casey's 3 trien Biehl. said. hone of. 
the partners collected even directors’ fees;— but! 
«Casey was paid for nis services: as, al pone 
ebenesa counsel. pe - 


re] 


ag FS Et as 


4 


lawyer, Ceorge Kim: me eS ; 
The betting in Wa: shington is t y 
survive inquiries into two ‘cout rulings that: ‘Casey 
and other Multiponics direc tors misled investors,’ 
:. Uf Casey does survive,.one reason will bé. that he: 
isa tough fighter ste knows. how ‘to use powerful: 
friends when he has his back to the wall. 
Except for that ability, Casey. might. not have | 
“gotten out with a bundle when he was accused -6f7 
‘unethical conduct in, a 1365, civil suit, in Wilming- 
ton. s 
s “John Van Brunt, ihe’ Witminetns: lawyer sho't 


ar 


‘leveled the charge in. 1965, said Casey was saved| 5 


ie time by a mysterious call from Washington. . ‘ahs 
gn Casey got out of the earliér trouble with the: 
irioney: ‘and soon was Jending bis Benes to Agran- 
i diose lard and crop deal: - : a 
*-.“They were high-stakes ganihlers,? said William’ 
Ww, ‘Herpel, who recently sold out his International=4 
“Harvester franchise in Thibideaux, La. Herpel was. 
jthe court-appointed trustee for the bankrupt cor; 
“ ‘poration’ and the man,who sued Casey and the other 4 
vidirectors ia a federal court in New Orleans, peuat ee 
Ang gross mismanagement and negligence... 
» Alfred Moran, heavily involved in the Gulf Coast’ 
waterfront, conceived the idea and brought) in Casey 
,and Biehl as his principal partners.7¢ <: 
Be ake mints in 1968, they teats ° farms i in Lou- 


4 Casey, who ran fo Congress on the Liberal Republt: 


i ‘swith poweriul people,” Van Brunt said, Eventi ally, 


1 EVENING JOURNAL (De) 


Dela 


: ar 5 ac ry aes ec fe 
: Pa is Se . 
SUSSES READ TS 


Jing 


“The thing just: fell. of its own weight, ‘ said 
(espe. 

- Other speculators were deine the same “thin 1g at 
ine time, Herpel said, but Casey and his partners. 
“were overextended and couldn’ t Kan for inflation | 
o pay off their debts... : -.:. 

In the! last year, federal courts ruled against. 


{ ‘Casey and his associates in two lawsuits by ‘Rulti-: 


‘ponics investors.-In one, the court held that Casey 


| and his friends drove Multiponics deep into debt! 


iby. managing, the. company.in a-“pattern of self-; 
nterest.”:In the-other, the court -ruled a the’ 
‘directors ‘had Tisted: early. invest 
and other matter: 


Ae 


4 


aséy. P denies wrongdoing and Republican Sen-' 


sinlelligence: Committee Chairman Barry M. | Cold 
water told reporters thal they are “making a rnoun-| _ 
-tain out:of:a molehole” with their steries about; 


Y. HAS FRIENDS THROUGHOU" the, 
ce Washington ‘establishment. * ae 
We: In: 1985, he neéded them, scene ‘Van 

“Brunt,.the: Wilmington lawyer, who represented: 
“Nicholas Ridgely du Pont.in a 19§5. hehe against, 
chis brother, Eugene du Pont Il. . i 
The two du Ponts rere eribrolled ‘io a dis pute 
“over: oil: “and real‘ estate inyestrnents ‘made: with 
“the help” ‘of Casey. Casey was demanding 3779, 080 

dor himselfx': 
ne “At the time, Van Bait said, ‘Casey had cut hiraself , 

in for. a20- percent share without putting up any of | ~ 
chs own’ money;:Van Brunt wanted the Court of. 
2Ch hanceryt torule : that Casey had violated legal ethics. 
‘and was entitled tonothing.» «8. 4. 

“Casey came storming into town, raising hell: 


sthese unidentified people prevailed on oe 13 
ont to call off Van Brunt.:: : Soh 
: What tipped the scales’ was a call from a gove. 
cernment officia} in Washington = + Van Brunt rever ' 
“knew who placed it — to his senior law partner, the? 
rate. Clair'.J: Killoran, Van Brunt said » “KGL ran 
pulled the string.” 
: “Van Brunt dropped the tinethical’ practice ch arge* 
“against Casey. Casey got his $770,000 — and went on ° 
;to become chalrman of the Securities and Exchange ~ 
i Commission,’ undersecretary of state: chairman of! : 
ithe’ Export- Import Bank, Ronald Reagan’ $f am-: “s 
«palga manager and director of the CIA: 

The du Pont brothers settled the case. Tater ae 
ou ehrubid he had ‘worked for the brothers | 
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The Central Intelligence Ag Agency, 
embarrassed a few years ago by 
disclosure of Wlegal, and immoral 


acts, has been embarrassed again, - 


but this time the: SPY, sis wasn't at 
fault - ciehee. 

For obscure. ‘reasons, President 
Reagan made: William Casey, one of 


his campaign: managers; CIA boss, » 


and. for, even-dimmer-reasons: Mr. . 


Casey named Maxi:Hugel, a . busi--~: 
nessman and»minor: campaign fig-. 
Ss: clandestine... 


ure, head.-of-the:€IA’ 
operations, ©" ty ; 

How Mr. Hugek ever got. through 
the CIA’s -vaunted security and 
clearance checks: isa’ mystery. He 


had dubious dealings with two New . 


York stockbrokers, who he says had: be no tragedy, No. 2 man at the CIA: 


threatened to blackmail him: A.spy-" 
master; which’ is -what=Mr: Hugel - 
was, aaa to blackmail is a secu- 

rity risk. - 


yer Mi postg BS 


Anyways The - Washington ' "Post | 


blossomed the other day with tran- 
scripts quoting Mr..Hugel and the 
steckbrokers talking about kiting his 
company's: “stock, and-he promptly: 
resigned, Srectriane cue tas + 
se Either ‘The. Post did some: great 


Ve de 
as ic ae salient ces SUL SEH oe Ses 


to be be moved up. 


Tt Ramee eet ah a RL YE mR aL STON ty 


reporting or old hands at the agen- | 
ey, resenting Mr. Hugel’s lack of 
qualifications, did a job on him. It 
would be safe to bet a tattered cloak 
and rusty Sagger on the latter: 


“Follies | 
: 
| 
| 


The Hugel fiasco raises questions - 


‘about Mr- Casey’s--judgment. » He 


‘should’ not,” of course, have put an.: 
amateur in the agency’s most sensi- : 


"tive post,the one controlling assign-: 
‘. ment. of spies abicat and counter: _ 


espionage. : 
Mr..Casey himself is having trou~.. 
ble with a New York judge who says 


‘ he misled investors in a. securities 
- dealclf he decides to resign it-will. 


is Adm:.Bobby-Inman,.a respected - 
intelligence professional, who. ought : 
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ON PAGE ASS a 
a "ough than normal. in any event, the 
AUGH SIOEY -' business irregularities were not de- 
is oe “tected. Hugel with-his toupee firmly 


Pe caats 
ee a Ae, 


T he. Rise | 


‘glued in place went to work and, con- 


was not much grumbling. Some of 
» them - ‘privately thought: that the 
agency's administrative procedures 
eek Lighe ‘needed at little: shock treatment. 

Ma a = “They gotits 7 we 
ax fugel. nies gy, The S-foot-S inch Hugel made up 
» y: : whi , for. his. ‘Jack ‘of stature with colorful 
-Janguage’ ‘and abrupt decisions. He 


After: Max, Hugel:. ‘America’ ‘Spy.’ 
boss, took himself and his toupee out 
‘ of the.CIA last.week,. Bill Casey, di- 
rector;took up the phone and called’ 
around: Washington .to-assure,.con- 
cerned: politicians..and - ‘journalists; 
that the singular. case, Was fi 
closed... eargt ike 


“Shooter”, around the agency. He-was 
earching’ forefficency and he used 
business techniques. He choppéd re- 


ae 


nthe intellig 


Casey: was;not,quite ready 1 to-com: 
fess total error in-selecting the stub--! 
by millionaire. businessmart tov: be. 

th 


x. 


deputy director for, operations;, 
person who-runs. the CIA's: clandés- 
tine services: In any other jobimthe 
government,:Casey said, thé alega- 
thons. againsti:Hugel.-for? improper. 
Stock“: market? practices::-probably. 
would ‘not:be--enough:. to: wargani: 
such a hastytexit: In the:17 manths- 
he had known Huget, Casey insisted. 
he‘had found him to be “arr enor-: . 
ously effective guy,” bringing the 
kind of organization. moxie thatCas- 
ey decided the CIA needed: > steht 
Casey. declared. that. heshad-kept : 3 
his eye on Hugel in his-two jobs_at 
CLA (Hugel first was deputy director : 
for administration) ‘and: ‘he-Had - 
“thought it would work.” Then ¢ame- 
the - tnexpected: _revelations~., OF 
Hugel’ $ business problems.in. gs 84 
There is always somethingengag- 

ing about Bil Casey; 68::He-ts pruff: 
but a low chuckle arises now-and" 
then. He enjoys adventure ard in-his' 
years he has made and.losta few,fo ‘ 
tunes and participated: insthe: big: 
events. of. the world. Some. say, hei is. 
much. like his old’ béss,’ “Wild: Bill 
Donovan, therman. who-ran.US._in 
telligence operations ducing: Wo or] 
War Is; i ; 


Job-Hunting. ‘for Hugel “PS eee: 
Indeed; when Casey: watkedin Inth 
cloor of the CIA last January he wap 
ed a job for Hugel It usually is‘the’} 

other way around: The jobs are-sir-> 
veyed and“ then: people -fourtd<for> 
them. Casey's? absolute“ insistence: 
that Hugel was going to work.at.th 
agency may have caused the security:. 
_ clearance: process: ta: bes less thor;- 


tand: thatefficiency in Spy Work-can. 
mean! arroperation is-less-secure:.°* 
SJ Hugel’s-fire-plug personality-.be- 


al 


4 ‘only a few weeks. The stories started 
ito-circulaté, most at Hugel’s expense. 
“It: was: Said that ‘his name was. pro- 
“ nounced Hugel until he made: his 
“first ‘Imillion, then it became: Hu- 
GELL2One report had it that-there 
“were plans to build a platform be- 


it.when he sat there; Huge?’s. Jan- 
: guage was considered Offensive.‘ 
:: When , Casey _decided’* td< inove 


‘to operations there was almost unan- 
‘imous shock and protest. To this day 


*Side or outside the CIA: ‘concurring 
Awith Casey’ ‘STather abrupt decision; 


‘ations has never been writtendown. 


> sidering the usual sensitivity of the - 
«:.. bluebloods who have made the CIA- 
the superb organization it is, there 


‘Soon. ‘become- Known, as” “thes “Rip-. 
- ;problem.;Since the issue. Was-pota - 


search and meetings, both in length. 
Sand: Size:*Some problems arose-al-' : 
most, immediately” The. bottom line: 
ence business is a suc-| _ 
essful*¢ operation, - ‘nots dollars’ and: 
cents. Some business ideas carr rapply. ° 
‘to intelligence work,’but some can-, 
ob ‘Hagel ‘never seemed to- under-: .' 


“>, Huget was.serious, one person. joked 


‘; in-an African, nation:, As Jater- de- - 


“gan to. wear thin at the agency dfter - 
se enticed Hugel. with John- 
". Stein, a career officer, suggests that | 


ind‘his desk so he could see aver © 


* Bugel over. from the administration’ © 
“there i ‘is no,record of-any: person i in- ; 


pparently:” ‘inspired: in’! ’partsiby . 
ugel'’s ‘complaints of° being. ‘bored’. 
swith * ‘administration.,Evén Admiral . | 
abby Inman, deputy director ofthe | - 
agency,’ opposed the move: ‘Rinning |." 
a spy network is an art form,onethat -~ 
‘requires patience and‘ deep know- . 
ledge of people, nations and world -::; 
‘events, No matter’ how bright aper-- 


cquire ‘this background, Much ofthe - 3 
record on ‘thé most sensitivé oper-. 


rolt 38" oo between Sei who, tp 


B0003-5 


Chased Casey’s Hat 0 OI! 
When Hugel’s new job wasvan- | 
nodnced, The Wall StreetJournal re- | 
-counted how, as a Reagan campaign i 
aide: to- Casey, Hugel in chasing | 
- Casey's hat on a w: ndy day lost his | 
toupee in the same blast. There was | 
something about having thé chief | 
Spy with a toupee that just did-not ; 
ga down well with the people around | 
Flugel. It is tough.enough being an | 
. undercover agentin the James Bond 
"era without having. to account-for 
the boss’s toupee: And ‘theré’ Were - 
other problems. Hu el one day asked | 
his clandestine peo: 3le what ought to . 
_be done: about, the: Cuban ‘refugee . 


- CLA: matter-zand~ nobody - thought. 


“4 


that maybe we Should train'them to-|| 
. be baseball -player:: and‘farm: them - 
“out. Hugel was noi.amused, Ontan- - 
other day.:an-officer:came to: ‘Higel” 
with alist of problems ranging from Z| 
the new Mitterrand government in 

France -to‘the: ouster.ofstwo pgents ° 


scribed, Hugel had ao grasp of what 
» was before him.. eas aca ie Lay ee 


. -The speed with “Which, Bill. Casey . 
Henry - 


maybe Casey himse'fisa bit reliéved : 
to be rid of Hugel. As far as the’sto- ° 
. TteS go about Casey. leaving, there * 
., does-not seem to be much in- them. 
‘Casey says that except for thistun.. 
fortunate interluds,. vhe is having at y 
«great time, : ae 


rs at ce | 
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| 
te | 
: = Vor Caution 1 in Allies "Soviet Trade e|| 
| | 


ay LESLIE. GELB 
ye ‘alia Tie New York Times 


WASHINGTON, July (8 -- President 
Reagan, who leaves foc Utta wa tamer- 
row for talxs with the leaders of the six 
other major industrial demecrnries, has 
sectled a major policy dispute wititin the: 

' Administration by deciding to ask the | 
_allies to follow a calleciive, cautious ap- 
: ofeach toward the Soviat ‘Uniun on eco- 
omic matiers. 
Weil-placed Admin} stration oficial 
say that his decision to follow this 
course, rather than to confront allied 
loaders with a harder line on East-West 
trade issues, settled what was widely 
described as a major atruggle hetiveen 
Secretary of State Alexander M. Haig 
Jr. and Secretary of Defense Caspar W. 
Weinberger. 


Apoealfor Precautions 


According to these Administration of- 
ficials, Mr. Reagan will ask the allies to 
study how importing Soviet energy will 
affect their vulnerability and to take a 
fresh look at whether trade with Moscow 

j has mcderated Soviet behavior. 
| These officials say he will urge that; 
while maintaining a couperative eco- 
t nomic policy toward the Soviet Union, 
! the allies remain alert to security proob- 
| loms. He will also suggest, they said, 
‘that West Europeans take precautions 
in their prospective deal to build a pipe 
, line and buy natural gas from the Soviet 
: Union but will pose no flat.objections.ta 
the deal, He reportedly considers:they 
‘pipeline issue secondary to West Euro- 
pean reliance on Soviat energy. 

Some officials said that the President 
seemed to be leaning toward approval of 
4340 million sale.of pipe: layers to Rus< 
| sia by the Caterpiller Tractor Corapany, - 
indicating that he was not going to close | 
trade dcors with Moscow. Other offi- 
Gigs said ro decision had beer: x ‘ 


curity Co OUnC saree 
ay ail those 


Jeanes_X Wirkpatrick, 
to the United Nations. 
~Wir Weinberger : argued, © 

related, that economic ree. 
sae oa treated as “ i ee 
sion of the itary competiton. He 
urged an embargo on the/yapromedh 
strategic equipment and critical tech- 
nology to Moscow, and contended that if 
Mr. Reagan used all of his personal 


- two hours later the announcement was 


or Releasev 


“Mr. Haig’s stance, as officials related, | 
was that policy toward Moscow should | 
not be totally confrontational, that! 
Soviet leaders should not Se squeezed so 
hard that their behavior became unpre- 
dictable, that the allies would not bend 
to Mr. Reagan’s pressure and that no 
policy toward Moscow would be efective 
unless it was acommon policy. | 


| Hain View Said to Prevail’ 


All of the President's key- pavisers 
agreed on the yoal.of trying to exert 
tighter controls on Western. exports to 
the Soviet Union, but the President nad 
ta choose between his two powerful Sec- |! 
retacies on how far to g0 and what was || 
feasible. By most accounts, he essen- 
tially took Mr. Haig’s view,. although 
military officials say that their tough 
stance forced Mr. Haig to move toward 
them during the discussions. 

According to the officials, the Presi- 
dent’ made’ his: decision on . these 
grounds: Since the allies are highly un- 
likely to curtail trade with the Soviet 
Union significantly, pressing them| 
would only create confrontation be} 
tyveen the allies. If confronted, the allies 
would chocse trade with Moscow over 
the Atlantic aillance, and the conse 
quences of such a rejection of the Ameri- 
can vesition would be catastrophic, 

As one official explained: ‘it was not 
a question of what we all wanted but of 
what could be achieved. Since we could 
not stop the trade, the President decided 
tolimit the damage.” 

Some in the Administration hailed 
this as a sign that the White House was 
increasingly moving toward practical 
decisions instead of posturing in foreign 
policy. Others expressed great unhappi- 
ness about what they saw ag a severe 
problem of logic and politics, that is, 
asking the American people to go along 
with sharp increases in roilitary spend- 
ing to hold back the Soviet Union yet not 

taking an equally tough position « on the 
economic matters. 

Until the middle of this week, when 
Mr. Reagan made his decision, he was 


prepared to go far to keep his options | . 


open while others were trying to close 
them. On July 13, the office of Chancel- 
lor Helmut Schmidt of West Germany 
announced that the pipeline deal was 
“as good as complete.”’ Within minutes, 
officiais said, Mr. Reagan had a tele. 
phone call placed toa Schmidt aide, and 


withdrawn. 
The following account of how the 
President made his decisions was pro- 


vided b THER TG in gery of the aval 
AHR 


view.’ as 


Mr. Halg jes the study and an in- 
teragency group was established under 


co-Military Affairs sided with the Pen. 
tagon against the Epropean Bureau and 
the Bureau of Economic and Business 
Affairs. Mr, Haig and Myer Rashish 
the Under Secretary far Economic AL: 
fairs, sided with the European and eco- | 
nomics staffs, : 


Separate Papers Prevared = 

The "Pentagon staff argued consis- 
tently fora complete embargo on strate. 
gic trade. Many in. tte interagency 
group assumed thai this ee a. for bar- j 
gaining purposes oaly acd were waiting 
tosee what Mr. Weinbercer would say. - 

National Security: Conncil meetings 
were set tor July 7 and 9, and the Penta- 
gon and State Departra: ut staffs were 
asked to prepare separat» papers, : 

Mr. Casey submitted a paper backin 
Mr. Weirberger’s Spain Het pacing 
cardéed’a "a pro-Hatz_ ape r prepared by 
“the economic and enercy staff of the 
C.LA. and ordereda sia ‘Taide to” (eto write 

“thesécond paper. 

At the first meeting. Mr. “Reagan 
asked everyone to state their’ general 
views. There was agreer:ent that West- 
em equipment would be ‘very imaportant 
to Moscow and that sales of critical ma- 
terials should be curtail xd but on little 
else. They could not agree on whether 
Moscow faced simply ererzy problams 
as. Western nations do ur an actual 
crisis. They could not ag-ee on whether 
it would be wise to try to close off ener- 
gy-related exports and on whether Mos- 
cow would react to such « move by allo- 
cating more of its scarce resources to 
peaceful economic purs:tits or by put- 
ting more pressure on the Persian Gul 
areatoobtain moreenerry. ~~ 

Mr. Haig made the case for not press- 
ing the Soviet Union so hard acress the 
board that it would beccme unpredict- 
able. Mr. Weinberger c ountered that 
Moscow was going to cause more trou- 
ble in the Gulf area no matter what 
Washington did on trade, and that an 


“embargo would force Mi scow to 

funds from the military. gee 
Vice President Bush end Richard v. 

Allen, the national sec urity. adviser, 
were the only ones not ta tip Nok hands 

in this meeting or the nex: on ue 


All agreed that they did not want to! 
subsidize Soviet economic development. 
They also agreed that the generar dis- 
cussion was getting nowhere and that 
they should turn to specifics and to 
whether they ‘‘could get the allies to go 


} Lee ee UE = 


_ along with us.” 


For the second meeti: lz, pee were 
essentially three agenda items: strata 
gic export controls policy, the 2 West Eur- 
poean-Soviet pipeline deal and. the 
Caterpiller contract to s: apply pipe-lay- 

*bSOCE3-5 
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Under the Export Control Act of 1979, 
the export of certain advanced tech- 
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week 
 daunching - 
ment :study* sof: a> dis 
Jweek vag “which the tAmerican 
~. Super: spy” Was forcéd to 
‘restga: in’. disgrace,” putting’ ‘the 
. furure. of- the ‘agency’s’ director, 
Wiliam Casey, ia sthe. balance, 
i: Tha damage ‘is enormous, the 
essessment -belated,-The- world’s 
most. #- powerful. - intelligence 
#8ency failed*to<saiff out cory 
ruption-in its own 


“A 
ot. 
5 
of 
S 
a 


hierarchy -—4 


« 


; Geputy. director of operations, | 
‘who 3s privy to-the Tlation’s. top 
Secrets. and controller. of “the 
-worldwide network of spies:and 
“cavert. activities, resigned _ after. 
allegations. -about his- murky 
business deals: were splashed on: 
the: front page of the Washing: 
ton Postier e treet ney 
Then Casey, alceady under 
attack. for appointing his -old 
friend Hugel to such a sensitive 
post, ‘found himself ~under ‘in- 
vestigetion. ‘Two court rulings 
were suddenly uncovered which | 
hershly criticised his own past: 
business dealings... 9 * <0 -l0n 
-* A federal district: court deci-| 
‘sion handed down in New-York: 
on May 19 accused ° Casey vot 
omitting “and: misrepresenting | 
facts to investors when he was‘al 
director. of -a company ‘called’ 
Multiponics, a “New. -Orleans! 
farming corporation. That ruling 
cameto- light only last Wednes-; 
dav oe earn thes) SD on a ed 
-Next'day, a news agency dis-! 
covered ‘another court. ruling, 
made in New Orleans more than! 
a -yeat ago, accusing Casey of 
“engaging ‘in “San overall pattern: 
“of self-interest? which drove his 
company ““deeper and deeper 
Jato debt.” ee £ 
"The "Senate select commitiee 
on intelligence has ordered -an| 
investigation of Casey’s “lepal | 
“problems” and the Senate judi-! 
Clary committee is considering } 
a‘probe; into his business deal-! 
ings.44~. ios en Tale eae Le i 
As the intrigue deepened, par-| 
andia seeped into the ‘White ; 
House, where a senior aide-said j 
thar the sudden surfacing of the’ 
Court rulings against Casey, one | 
; of which had lain unnoticed for: 
i more than a year, smacked of a 
| conspiracy by members of the | 
{ CIA against their own director. : 


Ee on oe “4 


Washington 2. 
3 eet Oe rm 
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Conspiracy theories apart, the 
Senate intelligence committee 
will be asking some hard, straight 
| guestions, Why did Casey select 
his old buddy Max Hugel, a man 
_with no experience of the intel- 
j gence world, for the kev role 
| at the CIA? Why did the CIA’s 
| office of security fail to check 
i his shady backeround? : 
‘xs Yer, to find the fatal flaws of, | 
this short, plump, onetimé i 
“street. fighter” from New i 
‘ork’s: Brooklyn district, - the 
: CIA office of security need have 
; Bone’no further than his unpub- 
~ dished - “bue ~ widely > circulated 


autobiography: See clas “a 
. “In ‘ir, Hugel ‘boasts of “a tre- 
* mendous inner drive ta:be will- 
i; ing to ‘work my arse of to fer 
: ahead.” Jt was not his only/tec'¢ | 
"nique. During his undistingiisbed; 
army Career; he avoided+ daing' 
; sent to the bartlefield in 1943%by. 
(telling the army recruiter‘ tHat! 
) hes:spoke *-fluent *, Jepanesa,* a: 
~Janguage / which -he.now admits 


twas Greek to‘hime‘*: 7. 
: ViA fuller. story “of hig business 
| conduct! emerged ““Jast.. moath| 
:-when two. stockbroker. ‘brothers?! 
*Yom and Sam McNell,. went to | 
ivthe Washington..Post ‘with. an! 
--astonishing tale of: fiscal skull 
: duggery, .supported .-by tape- 
i Fecorded -telephone conver- 
y Sattons with Hugel. | 2... + 
? : The. brothers. ‘claim ‘that 
*Hugel : -who cir ‘the early 
: Seventies was president ef an 
? alling company ‘called Brother 
~ International. Corporation, pro- 
vided i them -with~ inside. know- | 
* ledge pt his company. They say 
* he ‘channeled’ funds ‘to their 
, company: so that they. could buy 
. Stock:in. his, thereby making his 
| Shares seem more buoyant than 
y they really were. fa 
3° But in December,- 1974; the 


;- Teladionship between © them | 
“began 10 ‘sour - when Hupel | 
- demanded Joan repayments and 
? the McNells threatened him with | 
a lawsuit’ for having illegally | 
f disclosed inside information. One; 
of. taperecordings includes a! 
3 Passage-in which Hugel shouts 
- ar“ NcNell. Ha ieee = 
“. SJE you don’t [take Bood care 
y20F-me),” savs Hugel, “TH cut | 
i your~ balls -off..You por no 
* choice -~anyway.’” PH Eet™ “my. 
Korean gang after you and ‘you 
‘don’r* look 30-good when you're 
Hbanging :by the. balls... eA 


3 


aah 


ai 


j= “With Chis business porters | 
eduly “cantimidared, ‘or 29 be] 
"thought, Hugel, began working 
hard to fet ahead in a dite-en: 
:direction — Republican polizics, 
iin February, 1380, he caught the 
eye of the new Reagan Camipeign 
director, William-Casey: 

Aiter Reagan’s -vicrory, Cesev 
iWes rewarded with the c:biner. 
yPost of CIA director and he in 
tturn duly rewarded Hugel. who 
followed him into the azeacy 
first as his personal assistant and 
then, to the horror of man CIA! 

rofessionals.-ta the key job az! 
‘the heart of-the agency. ot 
> _ The CIA prides itself on the ! 
sigour of its security vettins for, 
‘new recruits. For the lowest | 
entrant. the procedure of caeck. | 
ing references ang « develop. : 
anent of -sources” ‘takes ‘rom | 
three to six months. The security | 
rvetting . for Hugel, who had | 
access to the agency’s detsecr - 
*secrets, was completed in « ipue 
-days, sad aie 
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By R. C. Longworth “ a 

WILLIAM J.-CASEY, America’s spymaster, 
is a millionaire with a knack for lawsuits and* 
controversey,. 9. J SEEMS GR hg 

The Senate Intelligence Committee, which. 
earlier approved President Reagan’s nomina-: 
tion of Casey as director of the Central Intelli- 
gence Agency, announced it was opening ‘a: 
new probe of Casey’s financial dealings.;<: 

The Senate investigation means that Casey’s 


i tt 


e 


ventures, suits-settle It. of 
that-skirt. the edgesof eth 
lapsesof. memory geese. aR 
The: Multiponics -affair, the cause of Casey s 
immediate problem, is typical of the record 4 
LAST TUESDAY, Tribune columnist. Dan | 
Dorfman unearthed: a-.decision handed: down 
May.19 by the Southern District Court of New 
York that Casey. and seven other directors of 
. Maltiponics,. Inc.; had knowingly misled inves-: 
’ ¢s¢3.in a multimillion dollar fund-raising effort ; 
for: the now-defunct company. 2000) 4% - 
Multiponics seems: to have been the kind of: 
high-risk venture that has attracted Casey, as 
lawyer and investor;iover. the years. Or-: 
ganized in 1968, it was; to have engaged in 
farming, agriculture,; and land acquisition It 
@ent. bankrupt in.1974... 5. oon ar yak - 
Multiphonics was formed, according to court * 


 Pecords, to acquire. farm: properties. owned by ;j - 


Casey and the other founders.. Casey. himself + 
invested $145,614 in-the’ firm...Multiponics also 
bought his properties by taking over his 'mort- ° 
gage debt of $301,000... Altogether, the ‘mort-.; 
gage deot that the firm: assumed. f om: the 


founders totaled $2.7 million. CR ae 
The lawsuit charged that a public-offering: 
circular did not reveal,this debt,.nor the fact: 
that 63 per cent of the;funds‘it:was trying to 
pany. te for loa 

OB Bo SPE 


xyaise would go to com] 
‘they made to the firm ve 

The circular. also- neglected to mention: that: 
of the firm’s seven farm-units, two ‘were not": 
operating at: the. time, two. others were. being: 
sharecropped, and a fifth was operating. at a. 
18 reece ot it bx Babe 

THE DIRECTORS,-including Casey, pleaded: 
that these omissions really, weren’t important | 
to¢Multiponics ‘long*range ‘prospects. ? The: | 
judge, Charles Stewart, rejected this and said 
Casey and his colleagues ‘misled. investors, : 
who are expected to. sue for: damages. -" * 

FBI agents, who had not known. of this suit j 
when the bureau investigated Casey before his 
nomination, obtained Appa ron 
opinions...6 cee ee PR CO RE 


roversy has. 


edness qecynr 


#man'at the CIA resignéd’ amid a ‘scandal, * 


. ing when'set in the context: of Casey’s other 
- Scrapes;: 


“ment:Devices sale. 


-of ‘fighting the case in court, 


- second confirmation, and he 


| .. ASKED ABOUT IT tater. 


‘series of; tax 


‘Hall, Inc. The publishing” house ‘rejected the 
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“As they. did’so, another Multiponics ruling, 
handed down a year ago in the sth U. S. 
Circuit. Court of Appeals in New Orleans, 
Surtaced. It ruled that Casey and his other 
directors drove Multiponics“‘deep and. deeper. 
_into debt” by managing the firm in a “pattern 
of 'self-interest.”” Accordingly, the court ruled 
that the directors would have to wait until all 
other creditors were paid off before getting 
_their own loans back, which means they. prob. 
ably will not be paid at all.:j5 APS Aces 

‘The.Multiponics case broke: on the day that 

: Max Hugel, a- controversial sewing machine 
importer whom Casey had “made his No. 2 


‘including the ITT case, the Vesco 
affair;?a! plagiarism suit, and. the Advance- 


~ The Advancement Devices case arose in| 
1971 when Casey first went to Washington, as 
President Richard Nixon’s nominee..to head 
the’ Securities and Exchange Commission. : 
Tronically, it concerned: a case in which Casey 
himself appeared to violate SEC rules. 
._ A civil suit filed in 1962 in Federal District 
Court in’ New York by Ronald H. Boggs, a 
disgruntled investor, accused Casey of selling 
$10,000: worth of stock in Advancement De- 
vices, Inc., withovt registering it with the 
SEC, Boggs alsn accused Casey, a director of 
the company, of making false. and misleading 
statements about the firm’s financial position. 
Casey settled the suit out of court. for $8,000. 
He said he did it to avoid the cost and: trouble 


“Casey "did not mention this‘ incident to the! 
Senate committee - that: confirmed’ his. SEC 
nomination, forcing -a second. hearing -and a 
blamed the illeg- 
al sale on an aide, Charles J; Thornton, whom | 
the: SEC:had earlier expelled from.the sec- 
urities industry for a sto manipulation 


Casey passed it off 
as a ‘relatively unimportant dispute.”? 0.02 

The plagiarism dates back to a.1962 suit by. 
a Henry :Field, a lawyer who. said he’ submit: 
ted a manuscript on tax matters to Casey,‘a 
tax éxpert who at the-time ‘was: editor of a 
bulletins. published: by Prentice- 


manuscript, but Field “later sued Casey for 
$175,000, charging. him with: having. pirated 


some of. it for Casey’s own. work. ..,: «+ 


Shwe ® 


ase 2005/1 4/28 : CIA-RDP91-00901R000400180003-5 


- 


tailed CIZ 


‘ Nixon administration officials on charges that | 


‘filed until Nov. 27, 1972, 


to $5.6: million. -* 


80003-5 


Chie) 


The case was settled out of “court; with 
Casey. paying $:5,000, although Casey’ said 
later that Field’s claim “had no merit.” 

Casey, in his 1971 confirmation hearing, told 
the Senate that the judge in the case-had said’ 
a guilty: verdict. was not Supported ‘by the 
evidence. He also said the judge ordered the 
transcript Sealed, to keep it_out of public view. 
. However, the. judge in the’ case,.J. Braxton: 
CravenzJr., dened ordering - the’ transcript 
Sealed and said he did not recall the other, 
statements); - Soph he | 

Casey‘-also blamed 

_ aide, John Cudahy... 

The ITT. and Vesco 
involved Case 
chairman.‘ ; i 
- “In. 1972; a dispute arose over whether Inter-| 
national Telephone and Telegraph had agreed | 


the: plagiarism ‘on: an 


cases, unlike the others, | 
¥’S conduct while “SEC: 


to. contribute $200,000. or more to help pay: 
Republican. National Convention costs in ex. 
change for government agreement to settle | 
three big ITT antitrust cases, a eee eee 
-Rep.~ Harley. Staggers. (D., W. .Va.), chair- 
man of the House committee probing the case, | 
asked to see ITT documents that the SEC staff 
had subpoenaed.-Casey refused, and Staggers 
threatened to subpoena the SEC. Casey agreed 
to reconsider. Then, according to later tes- : 
timony, he hurriedly had the documents—3¢ i 
cartons of them—boxed up and sent to the : 
Justice Department; beyond the -House’s sub- ; 
poena. powers ue oe a Ke ES | 
CASEY LATER TOLD Congress that he sent 
the boxes at the. Justice Department’s request, 
but’ a former’ deputy attorney general, Ralph 
E. Erickson, denied this in testimony before 
Congress. .2 ou a paieengaees. «| 
The Vesco case arose during the.1974 trial of | 
former Att. Gen. John Mitchell and other ; 


Se ern “ie 


i 
they tried: to fix an SEC case against Robert | 
L.. Vesco,> the: fugitive financier. ere 
... The evidence indicated that Casey: re jected ' 
pressure to end the case, but Casey did agree } 
to meet ‘with-Vesco aides. during the Repub- | 
lican: Party’s ‘national convention: in Miami | 
Beach.in. 1972.5. on fiy Hoe “ptt Ler y 

The SEC’s complaint against Vesco was not 
lov. 2 after the election, and ‘ 
omitted: mention of a $250,000 Vesco donation i 
to President Nixon. Casey said this was done ! 
on the advice of Stanley Sporkin, the SEC’s.; 
chief enforcement officer. wate Mi! see! | 

Casey, whose boyhood’ nickname was. “Cy 
clone,”’ has a reputation as a tough but conv 


* “| 


vial man who made a fortune in tax law and 4 
through some 30 tax manuals with names such’! 
as ‘‘How to Raise Money to Make Money.” In: 
his disclosure statement before becoming CIA. 
director, he gave his ne’ 


eee } 
a eo a 
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BESIDES THE SEC job, he was undersec- 
retary of state and president of the Export- 
Import Bank for Nixon and President Gerald - 
Ford, then practiced law. for four years before 
becoming Reagan’s.campaign manager,. 

friends cail him. a “take-charge- guy,” a 
“hard worker’ with a-knack for cutting to the 
core of a problem. =. -* 2 ai 

One man who cails Casey “‘a likeable guy” 
Says he is impatient with detail and thirsty for 
action. “He gets involved in dumb situations, - 
like Multiponies,.. without .doing: his ; 
homework,” the man. says. meen weet Cae gd 

Casey himself has said that: the- various, 
lawsuits against him-are-no more:-than:“nui-. 
sance suits’ of the sort that- any .active 
businessman or lawyer: must suffer. in.a busy” 
career... : TOL He een he 


' Sins of.commis-. - 


William-J.- Casey 
sion and ommis- 


sion, some 
experts believe. 
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THE WASHINGTON POST 
19 July 1981 


A Huckster i in Spy Chief's Office: 


To judge by his press. clippings, Ronald 
teagan stands as political master of all he: 
surveys. - He gets :the best: notices. since: 
those given John F: Kennedy 20 years BBO. - 
fe‘ commands -thé:respect of Congress, in 
sharp contrast to the recent history. of frac-. 
tious: ‘legislative ‘and. “executive: dealings... r 
And}. it--is, constantly -asserted, : unlike! his* 
immediate presidential predecessors he. 
joys immense personal popularity. “ 

That” last. widely. held:.. belief’ appears 
more myth than. reality:After completing | 
six months as. president;: Reagan actually. 
vanks lower in* public.esteem, as measured " 
al the: leading polls, than:‘did Jimmy: Ca = 

er at the same point in:office. ts 

Latest: Gallup Polk: fi ndings show, beth. 
Reagan’s approval. ar i 
iess favorable than tl 
ter after six months:’Galltip says 62 percent. 
of people surveyed ther approved the. way 
Carter was doing his job as president, while | ; 
22 percent disapproved.. For Reagan; the 
comparable figures: now’ are 59° percent ap- 1: 
proving: his performanc and. 29 Perce t: 
disapproving. = CR 

Not that those figures should. bé given 
all that much weight—proving a point by:]- 
citing the polls is a singular and self-serving 
W. ashington: art.: They:have their ‘uses, 
though: At: this presidential checkpoint; | 
they indicate people have stronger feelings ; 
about Reagan than: Carter and that opinion |- 
about’ this. leader: is:more- ‘polarized ‘tHan ft 
was the case with the last... - 

They. bear two. other messages: Be wary, 
of White House claims of. great popularity, 
and remember how swiftly . these polls can 


You can bet Finan y Carter does, 6 


ermine mary ace tienas 


By- a curious ‘coincidence, the Reagan ad 
ministration’s first brush with'a potential .: 
high-level scandal, and therefore a highly | 
visible political. embarrassment, came.. at.’ 
precisely the same time at which the Carter 
administration met its first crisis. How the: : 
Carter and Reagan White Houses handled." 
their respective early problems tells more, 
about the strengths and weaknesses. of. 
their operations than any number of polls, rs 

. and also offers sharper clues to the success 
ox failure’of the present regimes | =<: 
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- could: dispose of. all his stock, Jin, 
. bank by the end of the year... ; 
In. a matter of days that-:minor. problem 


recorded for Car-,|* “had. become the grist of front page stories 


Is This the President's MO? | 


Haynes Johnson | 


“Tt was on July 11, four years ago, when 
_the Bert Lance affair began:.with a seemi- 
“ngly routine presidential. letter. making a 


: ; seemingly routine presidential 1 request of a 

Senate committee: Carter’s budget director, 
-, Thomas Bertram Lance, had encountered a 
_, problem. that, in the-president’s. ‘words, “has 
_ Placed an undue financial burden on: Mr. 
_ Lance.” 
ie ‘solved,. he suggested, by modifying an ear- 


The matter could. be| easily re- 


lier agreement which had. provided Lance 
Georgia: 


that dominated the Washington news for 
‘the rest. of the summer, and,..in the end, 
Jowered . Carter’s popularity. and raised 
questions about his judgment..that. never. 


really " ceased..: By .stubbornly, defiantly: 


choosing | to fight an indefensible battle and 


permitting it to drag on for weeks, ever es- 


calating in. intensity until it became a na- 


tional cause. celebre, the. Carter’. White | 
.. House damaged itself. irreparably. Carter’s 
_ own celebrated “Bert, I’m proud of you” re- 
mark, made even as his discredited. aide 


ms leaving government, seemed to confirm 


“that his presidency placed friendship 7 ahead. 
‘of public interest. 
.aeThe contrast with the Reagan: adminis- 

fration’s: handling of. the. matter of Max 


"”" Hugel, the CIA’s. chief spymaster, could not 
a , be: sharper::- Newspapers -. carrying. banner: 
‘headlines. with: the. first -reports ; about | 
:"Hugel’s tangled and embarrassing business|/ 
“ problems :were-'still being sold. when the 


*White- Housé announced he was. ee Zip, 
* gap. The surgical deed was dones °°"! 
It’s ‘true the’ Hugel ‘case’ differs’ from 


. Lance’s in several respects; but the way the! 
~ Reagan administration dealt with it follows 


ee at af ted ee - 


‘a-by now famitiar pattern.” 


From the beginning, this administration ! 


has been keenly. alert to potential political 


problems and. quick to: act to’ eliminate | 


them. In their courting of the Congress and’ 


the press, their careful attention to. details 
of lobbying and strategy, their tight control 
over their desired political timetable, their | 
maintenance of focus on their principal 
agenda, they have shown a deftness. and! 
competence unequaled in years. It’s almost. 
-as if they studied ail the mistakes of the | 
‘Carter “White House. and. of Nixon’s too, : 
and then set. out to operate precisely: a 
ferently.... 

In all. hese: ‘they have performed su-| 


“perbly.,°. : | 


But theres another sid. to she. Huge 
case, and it raises troubling questions that | 
quite possibly will persist. The. principal | 
one is: how could such a clearly unfit. per- | 
son—totally so, by the record now avail- 
able—be named to such a sensitive posi- 
tion, and what does that say about the | 
Reagan administration’s standards and va- ‘ 
lues in its appointment process? a 

Wiles William Casey testified before the 
Senate Select: Committee on Intelligence : 
about his nomination to be Reagan’s CIA 
director, he spoke at length of his desire to! 
end what he called the agency’s “institu-_ 
tional self-doubt” and to repair its low mo-.|_ 
rale. He was determined to rebuild its pro- 
fessionalism and restore public pride ‘in its | 
performance. The- way to da that: was to. 
seek out the best:in America—the’ best: 
minds, the best: expertise—for the agency. 
-“We should ask American scholars to serve. 
their country by sharing their scholarship 
and insights with those in the community | 
who are responsible for preparing ‘the an-; 
alyses used to develop aces policy and 
defense strategy,” he said, 02 eho 6 


lo 


“b> 
“Ae, 


“2 
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‘The senators were impressed. Richard GC. 
Lugar of Indiana, a Republican, had a 
question: x 

“How are these persons going to be at- 
tracted to the intelligence - communi- 
ty?...On what basis do you believe you 
can attract people who are really top flight 
to this most critical of professions?” 

Casey replied: . 

“I think we have to establish a career 
path and make it attractive psychologically, 
socially, and in every other way.” _ 

And: heats 

“We have to get the input of people who-+ 
have experience and have acquired knowl-- 
edge over a lifetime, ora lifetime’s worth of: 
knowledge.” ae 

Later, in response to'a similar line: of 
questioning from Democratic Sen. Henry. 
M. Jackson of Washington, he reiterated 
his determination to bring in the best: * ~ 

“You just have to work at it and reach 
out and bring in all the talent and all the, 
scholars and all the expertise and experi-., 

_ ence youcamey es yeaa 


Instead, to. the most sensitive of profes- - 
sional positions, one requiring the greatest 
depth of knowledge and experience, Casey . 
appointed someone whose own words show 
him to be little more than a loud-mouthed ; 
huckster without credentiais for the job. ; 

In what now appears to be prophetic | 
words, Lugar gave Casey a gentle warning 
about his future performance exactly six’ 
months ago; 

“The purpose of my asking the question 
is to highlight in this hearing what I see to 
be a critical problem in your effectiveness, f 
because I think you will have to determine | 
-.. What kind of style of leadership you’ 
personally will offer as well as what you’ 
will ask of your various subordinates.” 

Lugar’s basic points apply equally to: the., 
Reagan presidency. Skillful as: the White : 
House was in trying to separate the pres—j 
ident from:the CIA problems, ultimately: 
Ronald Reagan bears the responsibility fot: 
the kinds of people who set the tone for his. 


. administration. Last week’s evidence. re- 


flects. poorly‘on some of them. ..23.2.°L4 
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no piace for 
a low proiile 


By Jim Klurfeld 
Newsday Service 1 F 4 
WASHINGTON: —- Front-page Oe 
liclty about the: resignation of the; 


ethics is not exactly what CIA direc-+ 
tor William J. Casey had in mind. 

Since taking charge of the agency 
six months ago, the thrust of almost. 
all his actions: has been to return to 
the days of the cloak and dagger. 

“The difficulties of the past decade 
are behind us,” Casey said in an in- 
ternal CIA newsletter this. month as: 
he announced that the agency's con-: 
tacts with the public, the press and 
the Congress would be sharply cur- 
tailed. “The time has come for CIA to 
return to its more traditional low 
public profile.” 

Yet last week, following publica- 
tion of accusations by two stockbrok- 
ers that he had used insider informa-: 
tian to boost the value of stock in a 
company that he had headed, Max4 
Hugel, Casey's handpicked deputy 4 
director of operations — the man in 
charge of America’s spies — re- 
signed, 

Simultaneously came reports that a 
federal judge in New York had ruled 
that Casey knowingly misled stock- 
holders about a New Orleans compa- 
ny of which he was secretary and a+ 
member of the board. Two days later,: 
it was revealed that an appellate: 
judge in New Orleans had harshly 
criticized his management of that. 
company. . . ; 

President Reagan expressed Ssup-. 
port for Casey after the New York 
court ruling became public Tuesday, 
but a White House spokesman said 
Thursday that the President had not 
been aware of Casey’s legal and busi- 
ness problems before appointing 
him. The Senate Intelligence ‘Com-. 
mittee began a. preliminary inquiry 


into Casey's affairs, ; 


Second embarrassment — 
Thus the Reagan’ administration 

tinds itself with a second embarrass- 

ment even as it-was congratulating 


: d pu *, 
itself on the dispatch with which it ity a bi 4% former basi 
had handled the firsiABpndweake or RelgasAichipnt SP nae ar Ree a 
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had successfully portrayed Hugel as 
Casey’s mistake, an appointment that 
surprised Reagan's inner. circle at 
the White House but was not.over- 
ruled by them. : 

In fact, Hugel's’ appointment was 
highly controversial and was severe- 
ly criticized by many in the intelli- 
gence community. He had no intelli- 
gence background and was being 
placed in what is regarded as. the 
most. sensitive of intelligence posi- 
tions. And mow it has been revealed 
that his background was. not. thor- 
oughly or adequately checked. 

Before the latest revelations came 
along .ta derail his objective of a 
lower profile for the agency, Casey 
had scuttled the agency press office, 
cut ba¢k.on the congressional liaison 
staff, asked that the agency be re- 
moved. entirely from the provisions 
of the Freedom of Information Act, 
and was in the process of rewriting 
an. executive order for President 
- Reagan that would remove.some of 
_the restrictions placed on the agency 
in the- aftermath of the -mid-1970s 
.intelligencescandals, =~ ; 

. At the same time Casey, 68, a for- 
_mer OSS officer during World War II, 
has made it clear he believes that the 
operations side of the agency must be 
revitalized. Government officials 
familiar with foreign policy and: in- 
teligence matters-say the agency is. 


Agency may have a - 
careerfor you 


(rt obo COteer ne pyeybotty its OCorae Hed Yaw 


aretha. chmlengeng styatons mot demand crea! On 
The Spot Jaros FH mu ae Descn ait hese 
Tiverce FP dutes oer} OU BOTOY WOOTEN ar treet 
199 ORDO 5 Rome to OR SICet G COtRe! w'h ma Con. 
hat nimkgence Agency heoug) ou Comer Moning» 
prog , 

Whames ust cinriing dul ot seaming 9 Coreen 
Change Mere s moich mm crntienge There ote 
OD COH Rua heg fot ONSINOAS OF PC GOMS MINN wien 
feente ioreqe Syvet A609 deren hsituse ct rms tt 
PON, HAE YOO) Ort ICR ESSERHOH ER DRCONER IY, 
POTTING membershig in on site oenUD 

SawOhE QUIENES raqueed netudel 5. cme. 
SoD College Cage Se ater, In spmCE re enn a- 
temas ‘aNQUOgE "Be Chetty bo Come nacrttn tlh ot: 


Foy covet somey my ear $2? COD durng min” 
Iq Tapered an Quatler hos IMtCn osSgnmet 
10 "he Wasmengios GC cha Sutstorsal addon 

Donate are ornyntert 9 Oversens sence Ty z 


Recruiting for-spies . 
Change in direction for the CIA- 


gearing up.:to increase the: number 
and scope “df: covert operations in 
such sensitive-areas as Afghanistan: 
the Persian Gulf, Central America 
and the Caribbean: . ../<:2 

- Hugel’s resignation and the pub 


Ay 


: Scandals keep agency in publiceye 


formed of all CIA Operations. Both | 
«were reforms designed to eliminate | 
| 
i 


Casey and other Patent 
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Casey is asking for less restriction i 
and oversight,’ but the Hugel case | 
only emphasizes the CIA’s fallibility..| 
Even a supporter of a Stronger, more: 
traditional CIA such as Sen. ‘Daniel - 
Patrick Moynihan (D., NY.), vice 
chairman of the intelligence panel, 
Said Wednesday, ‘The administra- 
tion must ask ‘itself how it allowed 
this disaster to come zbout in the 
first instance.” eid ; 
Another intelligence committee 
member is more concerned about the 
seneraldirectionoftheCIA. °° 
“The: jury. is’ still out on Casey,” : 
Sen: Joseph" Biden: (D:, Del.) said. 
“But some things are becoming clear, 
He much prefers‘to: operate in the 
dark than in the light. And his in- 
Stinct, I believe, is to limit rather 
than: increase ‘access’-and coopera. | 
Hion.... Thatisa disturbing trend,” 
There is particular concern over 
the executive order because in earli- 
er drafts the administration pro- 
posed easing the restrictions for Spy- 
ing on~American citizens. and 
dropped the requiremert that the 
National - Security © Council be in- | 


CIA director William J. Casey 


y 


- abuses uncovered in the past. 


Biden and others question whether 
rs of .the 
the limita- 


| KINTINUED 
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sions of covert operations and the 
possibilities for abuse. The agency 
was criticized by special congression- 
ai committees im 1975 and 1976 for 
attempted assassinations, opening 
ynail of American citizens and disre- 
gard of other, constitutional rights. 


‘There is also concern that Casey .is 
allowing political considerations to = 
color the agency’s work — the exam- | 
pie often cited is.the recent CIA re-- 
port on international terrorism that 4 
Casey ordered rewritten. when it did. 
not appear: to Sn Ts ek of 
State Alexander: M. Haig dr.’s_ claim: 

that the Soviet Union was behind 
cost terrorism incidents. “a” 4 

But there has also been praise for. 
Casey. With the notable exception of 
Hugei, he has been applauded for bis 
oppointments, especially Adm. Bobby 
Inman as the agency's deputy. direc- 
tor, and Stanley Sporkin, a former 
Securities. and Exchange official, as 
seneral counsel. ae cee 

‘here also are many people across: 
the political spectrum who believe: 
that an increased covert capability is 
desirable: Moynihan says his con- 
cern ts more thatthe agency improve 
its capabilities rather than worry 
about the alleged abuses of the past. 
The problem, Moynihan. said, is that! 
tre agency has been so demoralized: 
thatit has not been effective. 


«Chats 


The challenge for Casey will be to: 
go back into the covert operations 
business without getting the agency 
into trouble again. Some believe that 
is why, Casey brought in a tough 
regulator like Sporkin to be the agen- 
cy’s counsel. 


Indeed, most observers of the CIA, 
including Moynihan, believe. that 
Casey is so interested in covert oper- 
ations himself that in essence he has 
heen functioning as the deputy direc-/ 
tor of operations (known in the agen- 
cy as the DDO). Hugel -was. there 
more as amadministrator.: }3 °°" 

* « further indication of the empha- 

sis on covert operations was a recent 

ad that.ran in the. New ‘York Times. 

On an-outline of an eagle, it.said: 

“The Central Intelligence Agency 

may have a career for you. It is not a 

career for everybody. [It is a career 

for a few very special bright men and 

women with talent, skills, self-reli- 

ance, self-discipline and initiative. 
who seek exciting, challenging situa- 
tions that demand critical on-the 
spot decisions.” 

While the CIA has-been running 
-recruiting ads for almost, two-years' 
inow, this. was the most obvious at- 
‘tempt to recruit field officers — spies | 
— as opposed to analysts or adminis- | 
trators. ; : 


| 


2 


The new director is also trying to. 
improve intelligence produced by 
the CIA. Frequently the agency intel 
ligence reports have been criticized: 
for being too homogenized, too much* 
a product of a bureaucratic process, 
and lacking in political sophistica-* 
tion. In a speech to the US. Chamber’ 
of Commerce April 2%, in one of his. 
few public appearances, Casey out-' 
lined his approach. He said that: 
while the intelligence community ' 
had great ability to collect data, there 
was a need to improve the analysis of 
thedata 8.8. A. 

“Technical‘collection is of little 
help in the most important and diffi- 
cult problem of all — political inten- 
tions. This is where clandestine 
human intelligence can make a dif- 
ference,” Casey said in a direct refer- 
ence to the need for more spies. “We 
need to resist the bureaucratic urge 
for consensus. We don’t need ana- 
lysts spending their time finding a 
middle ground’ or weasel words to 
conceal disagreement.” *: ~ eee 

Casey is encouraging direct dissent 
in intelligence ‘papers. He has also { 
begun a major’experiment by inte-; 
grating functional bureaus. Instead 
of having separate offices on South : 
American economies and politics, for 
instance, the politicei and economic , 
analysts in'a particular 2eographic ° 
area will work together. 

Whatever the ‘improvements, - 
however, the question now is wheth- - 
er Casey can survive his choice of 
}lugel, the record: of his business’. 
entanglements and the opposition of : 
those who disagree about the direc- - 
tion in which he is leading the CIA. 
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Trouble at the. 
Top for C.1. A. 


“To his triends,. Max Cy Huget was 
shrewd and brash enough to be a Cen 


’ tral Intelligence Agency spymaster, 


.. but to his critics he was meant to self- is I io support y of their contantians. 


- destruct. Last week he did. -s- = 


: - -Two former business.associates ac- 
used him of fraudulent: securities --- : 

ae aes was ccesee -. .} tlumed in his cloak while insisting in Z| 

‘ 4 
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_THE WEEK IN REVIEW 


_ gation just before Mr. Hugel’s toox of. 


' reputation.’ Meanwhile, the Senate 


" and- the “Hugel ‘appointment. (The - 


eee ie 
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' transactions in the mid-1970’s, white 
: he was Managing an electronics Dusi- 

ness and they were Tunning a broker- 
j) agetirm. o> >. : 


| Among other things, Mr, Hugel was | 


| said to have leaked coniidential “in. : 
[ sider?” information. The Washingten .! 


-; Post published a parttai transcript of a 


I 
des 


recorded conversations thar seemed _| 


7] Mr. Hugel, chic? of the agency’s clan et 


destine operations section, promptly 


_his-letter ‘of-resignation. that: the../ 
charges: were~‘unfounded, unproven 4 
anduntrue’ 0 0. Seay 
” Then William J? Casey, the Direc : 
tor of Central Intelligence and Mr. 7 


H 


. “pattern of self-interest." ene: ~ a 
‘The White House declared that it ~ 
‘was’ behind «Mr. Casey, President -: 
Reagan’s national campaign director 
last year. It pleaded ignorance of the + 
. charges against Mr. Hugel. So did the. 
. C.LA., despite its “thorough” investi. 


_ fice; the investigation had concluded * 
that- he -possessed ‘an impeccable ., 


Intelligence Coramittee announced it! 
would. conduct. its own. inquiry into: . 
“both. Mrz Casey’s. business venture 


C.LA.’s troubles may not be ail past,’ 
_paged.).2 00 ane rere 
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_ made big money recently—the mas- 


-_- Heonomie policy has’ 


STAT 
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‘the potential nemesis of the Reagan 
edministration showed its face last week 


amid a series of disconnected events in- - 


volving taxea, corporate mergers and the. 
Central Intelligence Agency, 

The president’s Achilles’ heel is a re 
spect for private wealth so ingenuous as 
to promote inequities in public policy and 
sleaziness among government officials, 

Glimmers of the danger .are all that 
have surfaced so: far, So,-if.the presi- 
dent asserts discipline and. reverts. to 


_ the ‘true faith -of. conservatism, ‘the: - 
whiff of trouble does not have to blight 
_ the good start that has been made in 


the administration’s firstsix months. 
The inauguration ceremonies, back 


. in January, gave warning of the poten- - 


tial trouble. The ostentatious show of 
limousines and jewels and fura and- 
haute couture advertised the presi- 
dent’s affinity for: those who had 


ters of the quick deal. » ae 
subsequently , 
been shaped to reflect their interests. | 


‘The tax bill now going through Con- - 


“gress is notable for favors to ths rich. 
‘Tn large part because of the. presi- | 


dent’s- own personal influence, estate 
and gift taxes are being reduced al- 
rnost to nothingness. The administra- 
tion’s bill favors an across-the-board 


' reduction in income taxes that inevi- 


tably saves more money for those who - 
have than for those who haven’t: =~: 
Proposed. reductions in government - 


‘spending go the other way. While some . 
cuts in subsidies to the rich have been. . 
- proposed, the burden will-fall on those-. 
who clepend- most on: welfare, subsi--: The 
‘dized medicakcare;: government: hous--:!»-Department has ‘positively “encour- 
‘ing and. government: jobs—that:is to 
' say, those with low incomes. 30 


THE WASHINGTON POST 
19 duly 198] 


Business activity hag also been 

- deeply affected by the administra- 
tion’s love affair with the haves, The 
big action now centers around a wave 


Of mergers and proposed mergers, - 
- The main actors are energy compa--« 


; nies. Texaco and Mobil, for instance, 
have each raised war chests of around 


$5 billion to buy Conoco, which is also. 


_ the subject of rival takeover bids from 
Du. Pont, a major .chemicai concern, 
‘and Seagrams, the big liquor distribu. 
tor. The boldness of the oil com panies 
shows that they no longer feel it nec- 


"_ 8void taxes on swollen profits. 
'* As to the consequences, ‘many of 
* the proposed mergers—but especially 


a takeover of one big oil company by’ 
. another—would increase concentra-_ 


“tion in an industry not notable for 


“competitive pricing. ‘The ability of the 


big companies to borrow, moreover, 


‘ ‘shows the way monetary policy is 


‘working. Prime interest rates of 
around 20 percent may discourage in- 
dividual buyers of homes and cars. 
But the richest companies can afford 
to borrow. They drive the rates up 
even furlher in ways that’ mrke life 
harder for sectors of the evonomy— 
notably autos, housing and local gov- 
ernment—that are sensitive to inter- 
_ est charges, Dees a6 
. Insensitivity by officials works. to 
maxe such inequities even more pain- 
ful Still, the Reagan administration, 
~ for. all its. moralistic talk, shows con- 
siderable capacity to shrug shoulders 
-when it comes to the pressing of ad- 
-vantages by the powertul. The Justice 


~aged big. companies to ‘go “beyond 
.- What. were formerly considered anti- 


Sea ETT see 


- fo resign. Casey himself ig involved in. 
ble to the leader of an agency that al- 


- Reagan 


. chiefly - government's ~ 


. powerful at the expense of 


Reagan’s Nemesis Now... 


trust limits. The Treasury has not 
raised an eyebrow to discourage flush. 
companies from diiving interest rates | 


. higher. And now comes the case of 


William Casey, the director of the 
Central Intelligence Agency. 


Mr, Casey is a shrewd lawyer and ! 
Wall Street operator who made a pile | 


by the kind of w eeling and dealing 
“the president admizes Ho wee 


warded with the C te- 
garded the advice of the intelligence 


professionals to take on as a deputy 


_ ditector_another husiness operator, 
essary ‘to poor-mouth in order to -: 


Max Hougel. ‘The disclosure of some | 
dubious operations h al | 


some transactions not exactly favora- 


ready suffers from low morale and a! 


bad reputation with Congress_and 


ey ital 


other avencies. _ 


Even takeri. altogether, these’ ag- 
sorted breaches of fair play and good 
taste amount toa cloud no bigger ! 
than a man’s hand, 'f allowed to grow | 


-and grow and grow, to be sure, the 


cloud could eclipse the sun: But the 
administration;:" ag an 
avowedly conservative regime, should i 


- have corrective forces at its disposal. 


‘True conservative doctrine favors a : 
just social order, and questions 
ability to: 
achieve that ideal. I: does not license’ | 
giving advantages to the rich and the i 
the poor } 


and. the humble. So- to: baffle it | 


~ nemesis,~- what -the-- administration 
mainly needs is the «will to cleanse it- 
_, Self of the commercial greed that has. 
“so often in the past besmirched con- | 


servatism In America. 


cy Pate 1B, Los Angeles T:mes Syndicate, 3h, ae 
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A Huckster in Spy ChieP3__ 
Is This the President's MO? | 


& 
EB 


To judge by his press clippings, Ronald 
Reagan stands as political master of all he | 
surveys. He gets the best notices since | 
those given John F. Kennedy 20 years ago. - 
He commands the respect of Congress, in | 
sharp contrast to the recent history of frac- | 
tious legislative and executive dealings. 
And, it is constantly -asserted, unlike his 
immediate presidential predecessors he en 
joys immense personal popularity. ee 

That last. widely held belief appears 
more myth than reality. After completing 
six months as president; Reagan actually 
ranks lower in public esteem, as measured 
by the leading polls, than did Jimmy Car- 
ter at the same point in office. . 

Latest Gallup Poll findings show both 
Reagan’s approval and disapproval ratings |. 
less favorable than those recorded for Car- 
ter after six months. Gallup says 62 percent 
of people surveyed them approved the. way 
Carter was doing his job as president, while | 
22 percent disapproved. For Reagan, the 
comparable figures now are 59 percent ap- 
proving his performance and 29 percent, 
disapproving. 

Not that those figures should be given 
all that much. weight—proving a point by 
citing the polls is a singular and self-serving |- 
Washington: art. They have their uses, | 
though. At this presidential checkpoint, | 
they indicate people have stronger feelings | 
about Reagan than Carter and that opinion 
about this leader is more polarized than ' 
was the case with the last. se 

' They bear two other messages: Be wary. 13 
of White House claims of great popularity, |” 
and remember how swiftly these polls can 
change. > 

You can bet Jimmy Carter does. | 


By a curious coincidence, the Reagan ad- - 
ministration’s first brush with a potential 
high-level scandal, and therefore a highly 
visible political embarrassment, came at ' 
precisely the same time at which the Carter — 
administration met its first crisis. How the . 
Carter and Reagan White Houses handled 
their respective early problems tells more 
about the strengths. and weaknesses of 
their operations than any number of polls, 

. and also offers sharper clues to the success 
or failure of the present regime. - 


THE WASHINGTON POST 


HaynesJohnson 


es 


It was on July 11, four years ago, when} 
the Bert Lance affair began with a seemi-| 
ngly routine presidential letter making a 
seemingly routine presidential request of a 
Senate committee. Carter’s budget director, 
Thomas Bertram Lance, had encountered a 
problem that, in the president’s words, “has 
placed an undue financial burden on Mr. 


_ Lance.” The matter could be| easily re- 


solved, he suggested, by modifying an ear- 
lier agreement which had provided: Lance 
could dispose of all his stock in a Georgia 
bank by the end of the year. 

In. a matter of days that minor problem 
had become the grist of front page stories 
that dominated the Washington news for 
‘the rest of the summer, and, in the end, 
lowered . Carter’s popularity and raised 
questions about his judgment that never 
really ceased. By stubbornly, defiantly 
choosing to fight an indefensible battle and 
permitting it to drag on for weeks, ever es- 
calating in intensity until it became a na- 
tional cause. celebre, the Carter White 
House damaged itself irreparably. Carter’s 
own celebrated “Bert, I’m proud of you” re- 
mark, made even as his discredited aide 
was leaving government, seemed to confirm! 
that his presidency placed friendship ahead | 
of public interest. exter lil 
‘<The contrast with the Reagan adminis-| 
tation’s handling of the matter of Max 


” Hugel, the CIA’s chief spymaster, could not 


be sharper. Newspapers carrying ‘banner 4 
headlines with the first reports about 
Hugel’s tangled and embarrassing business)! 
problems were: still being sold when the 
White House announced he was out. Zip, 
zap. The surgical deed was done: — 

It’s ‘true the Hugel case: differs from 
Lance’s in several respects, but the way the 
Reagan administration dealt with it follows 


_a-by now familiar pattern. 
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perbly. 


From the beginning, this administration ‘ 
has been keenly alert to potential political | 


‘problems and quick to act to eliminate : 
.them. In their courting of the Congress and : 


the press, their careful attention to details 
of lobbying and strategy, their tight control 
over their desired pol:tical timetable, their: 
maintenance of focus on their principal 
agenda, they have shown a deftness and | 
competence unequalec! in years. It’s almost; 
as if they studied all the mistakes of the 
Carter’ White House, and of Nixon’s too, 
and then set. out to operate precisely dif- 
ferently. . Se oe 


| 


In all. these they have performed: su. 


ws ‘| 
But there’s another side to the Hugel 
case, and it raises troubling questions that: 
quite possibly will persist. The. principal | 
one is: how could such a clearly unfit per- ; 
son—-totally so, by the record now avail-; 
able—be named to such a sensitive posi-; 
tion, and what does that say about the: 
Reagan administration’s standards and va- ° 
lues in its appointment process? fe 


co : 

When William Casey testified before the , 
Senate Select Committee on Intelligence : 
about his nomination to be Reagan’s CIA ! 
director, he spoke at length of his desire to: 
end what he called the agency’s “institu- | 
tional self-doubt” and to repair its low mo- ; 
rale. He was determined to rebuild its pro- | 
fessionalism and restere public pride in its-| 
performance. The way to do that was to | 
seek out the best. in America—the best. 
minds, the best expertise—for the agency. | 
“We should ask American scholars to serve | 
their country by sharing their scholarship | 
and insights with those in the community | 
who are responsible for preparing the an- ' 
alyses used to develop foreign policy and: 
defense strategy,” hesaid. ws | 
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The senators were impressed. Richard G. 
Lugar of Indiana, a Republican, had a 
question: 

“How are these persons going to be at- 
tracted to the intelligence communi- | 
ty?...On what basis do you believe you ! 
can attract people who are really top flight 
to this most critical of professions?” 

Casey replied: 
_ *] think we have to establish a career . 
path and make it-attractive psychologically, 
socially, and in every other way.” 
’ And: . ee 

“We have to get the input of people who. 
‘have experience and have acquired. kmowl-- 
edge over a lifetime, or a lifetime’s worth of | 
knowledge.” ae 

Later, in response to a similar line” of 
questioning from Democratic Sen. Henry. 
M. Jackson of Washington, he reiterated 
his determination to bring in the best: ° .” 

“You just have to work at it and reach. 
out and bring in all the talent and all the. 
scholars and all the expertise and experr-., 
_ erice you can.” #4 ete 
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Instead, to the most sensitive of profes-.: 
sional positions, one requiring the greates: 
depth of knowledge and experience, Casev_: 
appointed someone whose own words show : 
him to be little more than a loud-mouthec:, 
huckster without credentials for the job.: .". 

In what now appears to be prophetic 
words, Lugar gave Casey a gentle warning” 
about his future performance exactly six’ 
months agor 

“The purpose of my asking the question ° 
is to highlight in this hearing what I see to: 
be a critical problem in your effectiveness, 
because [ think you will have to determine 
... what .kind of style of leadership you 
personally will offer as well as what you ! 
will ask of your various subordinates.”. . ., 

Lugar’s basic points apply equally to the , 
Reagan presidency. Skillful as: the White: 
House was in trying to separate the pres- 
ident from the CIA problems, ultimately 
Ronald Reagan bears the responsibility for, 
the kinds of people who set the tone for his 


. administration. Last week’s evidence. re- 


flects. poorly-on some of them. ae ge 
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BY JOSEPHA YOLZ 


NCE AGAIN, it may be time for | 
a broom at the top:of the 
cee Central Intelligence Agency. | 
The often-embattled spy corps has 
had its worst week since a Senate panel 
revealed six years ago that the agency 
planned to kill Cuban President Fidel 
Castro and other world leaders. .-.--" - 

But the problem now is not. what; 
CIA Director William Casey- has don 
since becoming top spy last January, 
but what he and his recently dispatch-| 
ed covert operations chief, Max Hugel, 
were doing in the business world. 
fore they joined the agency. -. 

‘Once again, the ethica of.the na- 
tion’s top sples is under-scrutiny.~"- 

Hugel was forced to guit when Th 
Washington Pest—not the -CIA’s Office, 
of Security—uncovered a tangled tale 
of alleged stock manipulation in the 
mid-1970s designed to boost the worth 
oi his company, Brother International 
Corp. 2 ER eh 

But hardly had Hugel,a brash 
amateur and the most unpopular head 
of covert operations since the agency 
was formed in 1047, been pushed out 
the door before Casey's own business 
dealings came into question. A now- 
defunct farming venture, Multiponies 
Inc., in which he Invested, has been the 
subject of a civil sult for years, . - | 

So far, President Reagan says he. 
has “full confidence” in the brusque; 
Casey who was his campaign chief last 
year. are Dl a4 
But Casey does not have the “full 
confidence” of his clandestine opera-| 
tives, The undercover crowd, expected 
to be more and more active. in much 


Stee pea ene it 
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flashpoints as Afghanistan, El Salva. 
dor and Guatamala, is appalled that 
Casey picked an amateur, Hugel, to run 
the sensitive covert division. 

Casey, in his first months as dire 
ctor, has tried to shut down the CLA 
public affairs office and make the 
agency exempt from the Freedom of 
Information Act, to the anger of civil 
libertarians who-argue that such secre 
cy got the CIA“in trouble before and 
could prevent future Hugels from 
being rooted out st 
_ Sen. Daniel P. Moynihan (D-N.Y.), 
commuttee vice chairman, wants-a full 
report on how the. papers could find 
out things about Hugel that eluded the 
CIA’s probers, 
~The betting here is that, regardless: 
of President. Reagan’s -“full -confi- 
dence,” Casey will be out by year’s end, 
to be replaced by a professional who 


keeps a low profile and does not panic 
in erlsis—-sompone like Admiral Bobby. 
R. Inman, deputy-CIA director, or | 
. Frank Carluce}, the former deputy who. | 
: Is now deputy ‘defense secretary, -— | 


Joseph Volz covers | national affairs | 
from The News’ Washington bureau, a 
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‘irttoe Casey Likely to Keep 


see His Job, Pending Reviews 
"but Males Hard 


es Saag HRS 
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7 By JUDITH MILLER 


oye age Special to The New York Times d.5°°52 <>. 
_ WASHINGTON, July: 18 — The resig- 
~ nation of the Central Intelligence Agen- 
cy’s chief of clandestine operations and 


a Senate committee review of the agen-. 


cy's .. Director, William:* JuxCasey,. 
- threaten to set back the Reagan Admin. 
istration’s effort to restore the morale 
and effectiveness of the agency; accord- 


ing to: Congressional::and intelligence | 


community officials:iy-srrke hier 7 et 
' Senate: Republicans. and! Democrats 


‘ said today, that Mr. Casey. was unlikely |". | 


to be asketkto resign unless reviews of 
“Mr..1:, Casey’s:+ financial :; transactions 
' being conducted by the White House and 
the Senate Select Committee on Intelli- 
gence should develop new or more dam- 
aging information... : 3:2: | aes: 
. But Administratior:: officials . ex. 


myc treet 4 


-, pressed..concern. whether -this.. week’s. 


“developments, including the resi gnation 


“of Max C, Hugel, director of CIA. cov- 


ert operations, might undermine the 
confidence of foreign governments in 
the competence and professionalism of 
_ the American intelligence community. 


" Interrupts Search for Stability... 
-~ Intelligence officials and others who 
watch the community expressed con- 


| been jeopardized. by a..judge’s com-- 


cem that the Hugel-Casey affair would | 


unsettle the-C.LA:;- which has _ been 
trying to return to stability after a dec- 
ade of crises and turmoil.f) 00th oy: 
Administration and Congressionat of- 
ficlals cite these other ible effects of 
‘the episodes: (es. 7% SAE pte et 
'. The Reagan Administration’s effort 
to win support for greater flexibility for 
the’ agency; its exemption trom report- 
‘ing and disclosure policies, and greater 


protection for its officials could be come. 


»Plicated sol oo sep ee here 
. GQuestions ‘are: likely to. be 
about Mr: Casey’s judgment on issues 
both of ‘personnel and substance, and 


about what a anetime senior intelligence - 


official called his overly “romantic” 
view of the agency and “nostalgia” fora 
bygoneera. 80 SC te 
'_ @Tensions are likely to rise between 
the Senate Intelligence Committee and 
the agency over evaluations of the qual. 
’ ityof C.1-A. analyses and the timeliness 
‘of agency reporting: ::.; Se err 


raised | 


st aE Oe 


; to key intelligence posts, hardly builds 


. “deeper and deeper into debt?’ or that he 


gence community-had turned against’: 
* Mr. Casey, just as they had against Max s 


’ plicated by the committee’s overwhelm-: 


| four-star admiral] and former director of . 
.| the National Security Agency, would be. 


Agency Shaken by Disclosures 


The agency was shaken deeply by dis- 
closures in the mid-1970’s of efforts to 


Americans, and other improper or ques- 
tionableactivities.."_. Leds 
.. At his confirmation hearings, Mr. 
Casey asked Congress: to remove re- | 
straints, increase funding, and help him ' 
reverse what he has called the agency’s | 
“institutional self-doubt.” 7 BO 
Adm. Bobby R. Inman, the Deputy Di- | 
rector of Central Intelligence, expressed 
concer yesterday at a closed commit- 
tee hearing that the present controversy 
might delay-action on such issues as | 
granting the agencyan exemption from. 
the Freedom of Information Act. It is 
“essential,’’-he authorized committee 
oificials to say, “that the senators trust 
us.and have faith in the oversight sys- 
tem’? so:the House and. Senate. Intelli- 
gence Committees can act as..*‘surro-- 
gates forthe public.””:.: 10+ Ao a ye 
° A Democratic Senator on the commit-: 
tee,\who said that he supported the 
agency’s request for relief from provi- 
sions of the disclosure act, said that the. 


where non-professionals are appointed | 
confidence,” said the: Democrat, who’ 
asked that his identity not be disclosed. :- 
’ “Casey's selection of a shady charac- 

ter to run the clandestine service and 

the allegations about his own financial 

dealings. overshadow the C.I.A.’s’ con-- 
tention that things like the Freedom of 
Information Act, or books by former . 
agents that contain no classified infor- 
mation, are causing allies to refuse to’ 
cooperate. with the C.I.A.," -argued-. 
Mark Lynch, a lawyer for the American . 
Civil Liberties Union. OG ge ee 
‘Few of the officials interviewed said 

they believed that Mr. Casey’s job had- 


ments that he had helped drive Multi- 
ponics Inc., an agriculture-business con- | 
cern’ that™ went“ bankrupt in’ 1971,: 


had knowingly misled investors in the’ 
company. ou. bo FP RAE OY ey rap 
+ One former intelligence official, how- : 
ever, reported that some in the intelli-:- 


Rugel, and now wanted Mr. Casey re-: 
movedaswell. “#:.-.- Se tee ahh 


In addition, Mr: Casey’s status is com. 


ing support for and faith in Mr. Inman, . 
the deputy whom Senate committee.” 
chairman Barry Goldwater. almost in- - 
sisted that Mr. Casey hire. Mr. Inman, a . 


& popular successor, should Mr. Casey. 
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/ Allegations Imperil Nomination oi 
to Ireland 


By Patrick E. Tyler 
and Lou Cannon 
Washington Post Staff Writers ~_. 

The nomination-, of President 
Reagan’s choice for ambassador to 
ireland, New Jersey insurance exec- 
viive William E. McCann, is in se- 
rious trouble because: of allegations: 
of improper business. practices. and’ 
bis close ties with a-convicted stock | 
fraud and ingurance swindler.* * - 

MeCann, the second-largest fund: 
raiser in New Jersey for the-Reagan 
campaign, was sponsored : for the. 
post by William d. Casey, now the 
CIA director, and«Reagan national 
tinance chairman Daniel. Terra, now: 


an assistant ‘secretary “of state. 
Reagan introduced McCann as his: 
designated ambassador at a lunch at 
_ the Irish Embassy on St. Patrick’s 
, i 


But the nomination has not nee 
it back to the White House; it has | 
been held up for four months by the 
State Department, longer than any * 
other Reagan appointment...’ 

‘The apparent reason for the delay | 
in McCann’s case is that State De-- 
partment security officials have been ° 
unable to complete the background 
a cal Normally, the security, ce 

takes four to six weeks. - + 

“] think the reason. it has has 30° 
long is that they're trying to verify: 
2 run down the allegations,” said: 

White’ House: personnel director E.° 
Pendleton James. : A would: hope 
they're doing that.” nee 

Other high White Home officials 
confirmed that the investigation into: 
McCann’s past was the reason for: 
the delay. At the Senate. Foreign Re-: 
lations Committee, one staffer said: 
that the.-long .delay.“in receiving 

McCann’s nomination “has become a. 
touchy subject around here.” " ,  j 

It is also a touchy subject at the: 

White House, which under its pro-' 
cedures cannot even submit a formal 
statement to the Senate that it. in-} 


-;entrepreneur | who has been — ‘con-;. 
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tends to nominate McCann until it 
receives a security approval from the | 
State Department. But McCann has | 
been behaving very much. like an. 
ambassador, attending functions. at 
the Irish: Embassy, including one j 
this week where Loyal. Davis, father: 
of First Lady Nancy Reagan, re-. 
ceived an honorary fellowship from 
Ireland’s Royal College of Surgeons. 
McCann served as national chair- 
man of the Reagan-Bush Pioneers, a. (| 
fund-raising group. With the backing: 
of Casey and Terra, he won out as 
nominee~-. for .-the ; ambassadorship- 
over two other formidable. candi- 
‘dates, one: sponsored by premier: 
New Jersey fund-raiser Raymond J. 
Donovan, who was so highly re-: 
garded by Reagan he was appointed - 
“secretary of labor. The other candi- 
date was backed by Sen. Mark O. | 
Hatfield (R-Ore:) plus a number of: 
longtime western Reagan supporters... 
McCann’s problems are twofold. 
First, his. firm, Foundation Life In-! 
surance Co. of “Chatham, NuJ., is’ 
under investigation by New York! | 
state insurance officials for allegedly’ i 
_ Selling i insurance without a license to’ | 
‘a New York local of the Teamsters; 
‘union. eo Se | 
Secondly, ° “questions have» “been: 
‘tained about McCann’s close- ‘ busi-:' 
shess relationship over a decade with} 
*Louis'C. Ostrer, a former. insurance}. 


‘victed of stock fraud, embezzlement,! 
grand larceny and income tax eva-') 
‘sion. He is alleged to have high la-i 
-bor- organized. crime . contacts; _in- 
‘cluding New York reputed’ labor 
ies Johnny (Johnny be) Duo-. 
arc. 
cA New’ York. insurance. pei 
“gaid yesterday that’McCann has re-' | 
‘fused to testify on allegations ‘that | 
| 
{ 
: 


his company sold insurance through 
*a front company to Teamsters. Toul 
918 in Brooklyn. | 
‘McCann was unavailable fae com- 
“ment yesterday, but he has stead-. 
fastly denied any wrongdoing... 4 


.ter to the president. 


“in raising funds for the campaign | 


are preparing to suopoena McCann . 
‘and other’ representatives of his ; 
‘company to force them-to produce, 
‘records and testimoay. If eventually | 


80 to 40 percent of his company’ 8 in-.'S BS 


MnVOy, 


Until recently, the White House : 


-hasn’s paid-too muen- attention: to : 


the delay, partly. because of the | 
backlog of arabessecorial appa: 


ments. 


. But concern rose in some quarters | 
‘after the embarrassing resignation of 


CIA clandestine. service chief Max: 


Hugel earlier this week. Hugel, who | 


-was accused of improper or illegal | 


stock practices, was the personal 
‘choice of CIA Director Casey, who | 
had strongly defended him in a let- 


Casey’s role in the: McCann ap- 
pointment is less clear, but Reagan: 
officials who worked with McCann 4 


a sa depen 


said yesterday. that. the original sug- | 
gestion for “his appointment came | 
from Casey. One of these officials | 
gaid that Casey “strongly pushed”) 
the appointment; another said that | 
Casey only. made the suggestion, as 
he did with many fund-raisers, and’ 
that the push had come from Terra. 
In interviews in. recent months, 
McCann has characterized Casey as 
a close friend and his chief gral 
tor; 
McCann was doaibel ‘by a 
one whosknew him well in.the cam- 
paign as<“a. person-always willing to | 
help and’.a: terrific fund-raiser.” In 
any administration it is ‘not. unusual. 
for such fund-raisers to be rewarded 
with ambassadorships. ” <a 
What is unusual ir this case is | 
that .McCann’° prevailed over - the | 


choice of Donovan, who is credited | 


in the Reagan camp with carrying | j 
the state. 
: New York insurance investigators - 


confirmed by the Senate, this could |; 
put McCann in the position of hav- % 
ing to avoid diplomatic functions ini. 
New York to avoid a subpoena.-. 
McCann has acknowledged that : 


oat business. was. » delivered” 
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testimony as “a bird ApPreved F pr Release 20QphL eas: 


out scaring up business” for Foun- ‘ 


dation Life. In a confidential inter- 
view with Senate investigators in 
a, McCann reportedly put QOs- 
vrer’3 involvement in providing his 
sotipanis business at 40 to 50 per- 
cent. 

In early June, Ostrer; who was ale 
ready imprisoned, was indicted along 
with organized crime leaders Antho- 
ny (Joe Batters). Accardo of Chicago 
and Santo Trafficante of Miami in 
an alleged insurance swindle involv- 
ing the welfare and benefit plans of 
the Laborers International Union. 

Last year, Ostrer-was found guilty 


of embezzling $1.2-million from the - 


Brooklyn ‘Teamsters?Jocal. to: which - 


he and McCann’s company. were sel- : 


ling life insurance policies. ~ _ 7 

Ostrer: is servin erm: at: the 
federal penitentiary; in Danbury, 
Conn. The details :of the. Ostrer- 


McCann clealings were first made. 
Save, 


public: by Newhouse, Ne 
reporter Robert Cohen. : 


Since his relationship. with Ostrer . 
first “surfaced in.\the criminal pro- =. 
ceedings . against:. Ostrer” last. year; 
‘McCann has attempted’ to-put dis--. 
tance between his own dealings, the * 
operations of his company and Os- . 


trer. © 

“Mr. Ostrer was. not during the 
period of my affiliation with Foun- 
dation an agent: of Foundation nor 


was he authorized to act on behalf of - 


Foundation in any:: way...,” 
McCann testifed last year. 

But a review of hundreds of pages 
of testimony given by: McCann at 
Ostrer’s 1980 trial in New York and 
investigative reports prepared by the 
Senate Permanent Subcommittee on 
Investigations shows that: 

e Ostrer was a close associate of | 
McCann. They held regular business : 


meetings. from-1968:to:1976 and Os-4 
trer owned 100,000 shares of Foun- 
dation’s stock. Ostrer and McCann 
made joint presentations .to union 4 
officials to obtain new business, and \: 
used. each. other’s sts to. noe 
business meetings. < ae 
e Since Ostrer’s lice e ate sell i in- 
surance had been revoked in most 
jurisdictions;~he worked’ through a 
firm called Modern. “Agency Inc., 
nominally owned. by .Ostrer’s sister, 
Dina Gelman, but controlled by Os- 
trer. McCann testified in the 1980 | 
trial: that his company - paid “in ex- 
cess. of $1 million” in commissions to” 
Modern: Agency for’ insurance. pol- | 
icies with a face value totaling $150 
million to’.$200 milliom and placed 


association, Ostrer engaged in a pat- 
tern of fraudulent practices that 
reaped millions of dollars in. illegal 
profits from the pension and welfare 
funds of various: unions. McCann, 
unwittingly, he maintains, acted as 
the underwriter of much of this busi- 
ness. 

Tn a presentation to the directors 
of one Miami-based union local, Os- 
trer assured the union officials of the 
strength of his relationship ‘to 
McCann’s company by . saying: 
“When we teil them to s---, they 
squat. We tell them what claims we 
want them to pay,” according to. the 
minutes of the meeting obtained. by. 
Senate investigators, ~~ ~ : 

The subcommittee conducted an 
extensive investigation of Ostrer’s in- 


‘surance schemes beginning in: 1972. 


and the probe led up to highly -crit- 
ical reports published in 1976 and 
1977. McCann was interviewed for | 
these studies. ” 


Starting about. 1970 ith. Team-- 


_sters Local: 295 in New York, Ostrer ° 


’ that normal commission’ca 


was the architect of “ severance life 


insurance” plans* that? ‘parlayed the: 
growth of severance: pay’, benefits in- 
union contracts into: multimillion-. 
dollar insurance business 

Bascially, the plans ie ‘for 
using the new severance pay funds 
won by the unions in labor negoti- 
ations with management to buy life 
insurance policies for-union;mem- 
bers. But the Senate..study \found 
that, under Ostrer’s plan, commis- 
sions and administrative : fees * were: 
structured “more to benefit. the cre> 
ator. of the system—Louis C4 Os 


One ae study 0 OE F ihe Eocal- “996 
severance - pay * eeravoncieti that 


rates as: opposed’ to. groupsratesJed 
to the payment of $800,000 in: com- 
missions for policies. written; onl ‘400° 


have been about $10) 000-; ° 


commissions sinenedcionable’ The 
subcommittee investigated’ ‘Ostrer’s 
role in the sale of 12 union insurance: 


"plans before it published its. highly. 


{ 


critical report. Four - of. ‘the ‘plans 
were underwritten by. “McCann's 
' Foundation Life. pac ee 


. eredOstrer a ‘ 


something about . hatin ‘but, uF never 


ae deakto "gell:life-insurance with’a face. 
__. value’ of. about $36-million: to ‘ean | 
> ster” Ldeal 948i ‘NewYork. None 
. of. the . insurance’ “agents: ‘affiliated | 
:” with: Modern Agency or Foundation: 
Me “had i license, to: do: businessin: New, 


felfip RHR ael A990 1 R000400180003+% license to sell in! 


surance in New York in. 1967 after! 
he was convicted of stealing as much" 
as $£.2 million from Canada Life in-: 
surance Co, But Ostrer personally « 
set up the insurance plans with | 
Foundation Life «nd garnered’ most. 
of the commissions: earned ‘in--the- 
name. of two agents of record; Cy, 
Reeves: Snyder and Robert Kincet, 

according to their peeHODY: in fed: 

eral court last year. woe 


Those agents worked .. enough 
Modern Agency, controlled by Os- 
trer through, his <sister:-:“Méderns 
Agency was ‘a sunstantial-: producer: 
for the-. company-- [Fouridation],” 
McCann tald the Newhouse, report 


“consultant” -f6- Med’ 
ern: Agency. and: was. not aware ‘that. 
the agency was. owned in thename. 
of Ostrer’s sister. McCann hag also‘! 


’ maintained: that: he did not-reac.thes 


Senate--reports- that spelled -out the. 


- ownership-of« Modern: Agency*:im | 
, 1976,.and he disputes the. tindings' of} 
: oe reports.’ ae 


Ags) for: lO sties “reputation, | 
McCann told! Newhduse that he had 
no reason to, question Ostrer’s back- 
cround because:“ie had: no offi cial 
capacity with Eouadation. ‘Lite. 28s, 


Gael a 
MRE AR GEKS 47 Sdhesare > 


2. was; under™ the. impression, kel 


had some disciplinary’ action : ‘taken, 
»- by the Insurance Department | of, 'thel | 
~ state of New. York, but: Ecan’t recall 


when I knew he fad his license’ Fe-4 
voked,”. he: told. the. New. Jersey re- | 


_ porter; who.alsd. inquired. whether 


McCann. had known. of .Ostrer’s 19734 
stock. fraud. convietion:*-“I. : heare 


Ask 


In 1976, Outre: Riba get up’ 


me nye isk year, Ostrersii inc “consultation i 
~ with: McCann, arranged: to-set~ up a | 


bogus: branch =office-:of-the ‘union | 


= snext tothe Modern Agency office in 
oO suburban: New Jerseyri47 =! 08 


‘: Mc@ann’ ‘reportedly ‘denies. this ale 


= ‘legation? “and was quoted in al New | 
oa Jerseyen ‘Newspaper _as. saying: Se was. 
- not-aware. of ‘Local 918. 3- being: Iocated. 
a ‘in: in: Bréoklyn, until’ the case broke.” | 
a Be Tan SaM state aCe Tt 
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FOR PUBLIC AFFAIRS STAFF 
PROGRAM Agronsky & Company STATION = WDVM-TV 
Syndicated 
DATE July 18, 1981 7:00 PM CIV Washincton, DC 
SUBJECT Questionable Dealings of CIA Leaders 
MARTIN AGRONSKY: Hugh, the CIA leaders, Central Intel- 
‘ligence Agency leaders, haventt been acting very intelligently. 


Max Hugel, who was, in eftect, the spymaster In charge O* ees 
HUGH SIDEY: Hugel [pronunclation]. 


AGRONSKY: Hugel. Hugel. 


SIDEY: l'm told that he was told Hugel till ha made 
this first million, and then he changed it to Hugel. 

AGRONSKY: All right. Let's let if be Hugel. In any 
case, he's out of a job and he may need the million. He's been 
dropped immediately, resigned. Obviously, they told him to get 
out or wet! throw you out. 


But that leaves the Director of the C1A, Mr. Casey, 
apparently in very serious +rouble. Two court cases have been 
raised questioning his own activities when he was a director of 
a corporation called Multiponics. And one of the court criti- 
cisms, a federal judge held that Casey and other Multipenics 
officers and directors had knowingly misled potential irvestors. 
Mr. Casey denies this, says he was only a director. But actu- 
ally the fact is he was not only a director, he was also cor- 
porate secretary and legal counsel. 


Well, the question is, is he going to follow “ir. Hugel,- 
or Mr. Hugel? What do you think? 


HUGH SIDEY: Well, several observations on this, Martin. 
Number one, |! would contrast the way Mr. Hugel was handied com- 
pared to the old Bert Lance episode. 1! think the severance of 


_______-_Approved-For Release 2005/11/28 = CIA- -00901R000400180903-5 
OFFICES IN: WASHINGTON DC. © NEW YORK @ LOSANGELES © CHICAGO @ DETROW © C OTHER PRINCIPAL CITIES 


nt ne raproducecL sald or publicly ce enonstated oF exhibited. 


ARTICLE APPEARED 


aa 4! 
> PR. a 
Be as 


By Patrick E. Tyler 
and Lou Cannon 

Washington Past Statt Writers 
The nomination of President 
Reagan’s choice for ambassador to 
Ireland, New Jersey insurance exec- 
utive William EB. McCann, is in se- 
tious trouble because - of. allegations: 
of improper business. practices and 
his close ties with a: convicted stock 

fraud and insurance swindler. « 
McCann, the second-largest fund- 
raiser in. New Jersey: for the Reagan 
campaign, was sponsored. for the: 
post by William J:\Casey, now the 
CIA director, and “Reagan national 
finance chairman Daniel ‘Terra, now 


an assistant secretary of state. 

Reagan introduced McCann as his 

designated ambassador at a lunch at 

the Irish Embassy on St: Patrick’s 
~ Day. 

But the nomination hes not made; i 
it back to the White House; it has” 
been held up for four months by the} 
State Department; longer than any 
other Reagan appointment. | - 

‘The apparent reason for the delay 

~ in McCann’s case is that State De-- 
partment security officials have been 
unable to complete the background ‘ 
report. Normally, the security check: 
takes four to six weeks. 

“[ think the reason it has taken so 
long is that they’re trying to verily 
or run down the allegations,” said 
White House personnel director 1.” 
Pendleton James. “I> would hope 
they’re doing that.” 

Other high White House officials 
confirmed that the investigation into: 
McCann’s past was the reason for: 

’ the delay. At the Senate Foreign Re-: 
lations Committee,-one staffer said. 
that the long delay in receiving 
McCann’s nomination “has become a. 
touchy subject around here.”, 4 

It is also a touchy subject at the: 

' White House, which under its pro-+ 


cedures cannot:even submit a formal 
statement to the,Senate that it. ine] 
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’ man of the Reagan-Bush Pioneers, a 


‘ selling insurance without a license to’ | 
a New York local of the Teamsters. 
“union. i! 


‘raised about McCann’s close busi- 
“ness relationship over a decade with'| 
‘Louis C. Ostrer, a former.i insurance, 
entrepreneur who has been con-;: 
victed of stock fraud, embezzlement, ' | 
‘grand larceny and income tax eva-' 


-bor- organized crime contacts, in- 
“cluding New York reputed labor 
‘racketeer Johnny (Johnny Dio} Duo-’ 


‘fused to testify on allegations that. | 


“ment yesterday, but he has stead-_ 
fastly denied any wrongdoing, <2... 
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egations Imperil Nomination ~ 
io Ireland. 
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tends to nominate McCann until it 
receives a security approval from the : 
State Department. But McCann has | 


been behaving very much. like an. 
ambassador, attending functions at 
the Irish Embassy, including one 
this week where Loyal Davis, father 
of First Lady Nancy Reagan, re- 
ceived an honorary fellowship from 
Ireland’s Royal College of Surgeons. 

McCann served as national chair- | 


backlog of ambassacorial appoint | 


‘after the embarrassing resignation of 
.CIA clandestine. service chief: Max 


-was accused of improper or illegal 
stock practices, was the personal 


fund-raising group. With the backing: 
of Casey and Terra, he won out as 
nominee--for - the --ambassadorship 
over two other formidable candi- | 
‘dates, one sponsored by premier: 
New Jersey fund-raiser Raymond J. | 
Donovan, who was so highly re- 
garded by Reagan he was appointed. 
secretary of labor. The other candi- 
date was backed by Sen. Mark QO. 
Hatfield (R-Ore.) plus a number of 
longtime western Reagan supporters.: 
McCann’s problems are twofold.' 
First, his firm, Foundation Life In-! 
surance Co. ec ‘Chatham, NJ., is! 
under investigation by New York! 
state insurance officials for allegedly’ | 


Secondly, questions have been) 


sion. He is alleged to have high la-'| 


di. ‘ : 
A New York. insurance official. | 
said yesterday that McCann has re-’ 


his company sold insurance through: | 


.a front company to Teamsters Local 
_ 918 in Brooklyn. 


McCann was unavailable for com- 


_choice of Donovan, who is credited | 


-are preparing to subpoena McCann 
‘and other representatives of his - 
‘company to force. them to produce 

‘records and testimony. If eventually | 


~ 1 38 
surance , business: was’! delivered: : 


Until recently, the White House | 
hasn’t paid too much attention to | 
the delay, partly because of the | 


ments. ' 
- But concern rose in some quarters 


Hugel earlier this week. Hugel, who 


choice of CIA Director Casey, who 
had strongly defended. him in a let- 


.ter to the president. 


Casey’s role in the McCann ap- 
pointment is less clear, but Reagan 
officials who worked with McCann-; 
in raising funds for the campaign 
said yesterday that the original sug-. 
gestion for his appcintment came 
from Casey. One of these officials’ 
said that Casey “strongly pushed”: 
the appointment; another said that 
Casey only made the suggestion, as-| 
he did with many fund-raisers, and 
that the push had come from Terra. 

In interviews in -ecent months, 
McCann has characterized Casey as 
a close friend and: his chief benefac- 
tor, . 
McCann was dessin by some-. 
one who:knew him well in the cam- 
paign as “a person-always willing to | 
help and a terrific fund-raiser.” In | 
any administration it is not unusual - 
for such fund-raisers to be cewarded 
with ambassadorships. - 

What is unusual in: this case is 
that McCann ‘prevailed . over - the : 


in the Reagan aa with carrying 
the state... 
: New York insurance investigators 


cn ey ee 


confirmed by the Senate, this could 7} 
put McCann in the position of hav- 
ing to avoid diplomatic functions i in: 
New York to avoid: a subpoena. - i 

* McCann has’. acknowledged. that a 
30 to 40 percent of his company’s i in- 2 


under - a: special arrangement ; with: § 
Ostrer,. to. whom. he referred in court’: 


Pel aE os hoa A oh Bh AE 


e 


siimony as “a bied ap 
out acaring up business” for Foun- 


dation Life. In a confidential inter- | 


view with Senate investigators in 
1972, McCann reportedly put Os- 
trer’s involvement, in providing his 
company’s business at 40 to 50 per- 
cent. 
In early June, Ostrer, who was al- 
ready imprisoned, was indicted along 
_with organized crime leaders Antho- 
ay (Joe Batters) Accardo of Chicago 
and Santo Trafficante of Miami in 
an alleged insurance swindle involv- 
ing the welfare and benefit plans of 
the Laborers International Union. 
Last year, Ostrer was found guilty: : 
of embezzling $1.2 million from the 
Brooklyn Teamsters’ local. to- which: 
he and McCann’s company were sel- . 
ling life insurance: policies... 9) * 
Ostrer: is serving“a.: term at. the © 


federal penitentiary: in: Danbury, « 


‘Conn. The: details of: ‘the. Ostrer- 


McCann dealings were first made. 


public by Newhouse. News Service. 
reporter Robert Cohen. |. °° 


Since his relationship with Ostrer 


first surfaced in. the criminal pro- 
ceedings . against. Ostrer last year,.. 
‘McCann has attempted to. put dis- 
tance between his own dealings, the 
operations of his company and Os- 
trer. © 

“Mr. Ostrer was not during the 
period of my affiliation with Foun- 
dation an agent: of Foundation nor 
was he authorized to act on behalf of 

. Foundation ~ in any = way...,” 

McCann testifed last year. 

But a review of hundreds of pages 
of testimony yviven by McCann at 
Ostrer’s 1980 trial in New York and 
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_sters Local 295 in New York, Ostrer | 


investigative reports prepared by the 
Senate Perrmanent Subcommittee on 
Investigations shows that: . : 
® Ostrer was a close associate of 
McCann. They held regular business 
meetings from 1968 to.1976 and Os-* 
trer owned 100,000 shares of Foun- 
dation’s stock. Ostrer and McCann 
made joint. presentations to union, 
officials to obtain new business, and - 
used. each. other’s offices to: hold. : 
business meetings...2. 1:45 . 
© Since Ostrer’s license to sell i in- 
surance had been ‘revoked in most 
jurisdictions, he worked through a 
firm called Modern. “Agency Inc., 
nominally owned: by..Ostrer’s sister, 
Dina Gelman, but controlled by Os- 
trer. McCann: testified in the 1980 
trial: that his company ‘paid “in ex- 
cess. of $1 million” in commissions to 
Modern: Agency. for’ insurance. pol- 
icies with a face value totaling $150 
million to'$200 million and placed 
with Foundation Life. .. 


aes 
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‘that normal commission costs should , 


‘ were undervritten by 


association, BI Hf8 | OA 1m a pat- 


tern of fraudulent practices that 
reaped millions of dollars in illegal 
profits from the pension and welfare 
funds of various: unions. McCann, 
unwittingly, he maintains, acted as 
the underwriter of much of this busi- 
ness. 

In a presentation to the directors 
of one Miami-based union local, Os- 
trer assured the union officials of the 
strength of his relationship to 
McCann’s company by — saying: 
“When we tell them to s---, they 
squat. We tell them what claimg we 
want them to pay,” according to the 
minutes of the meeting obtained by 
Senate investigators. 

The subcommittee conducted an 
extensive investigation of Ostrer’s in- 
surance schemes beginning in 1972 
and the probe led up to highly crit- 
ical reports published in 1976 and 
1977, McCann was interviewed for 
these studies. 


Starting about 1970 with Team- 


was the architect of “severance life 


insurance” plans: that: parlayed: “the 
growth of severance: pay benefits in- 
union contracts _ into: multimillion: 
dollar insurance business, 0-0) 

Bascially, the plans: called. : for 
using the new severance pay funds 
won by the unions in labor .negoti- 
ations with management to buy life 
insurance policies for union -‘mem- 
bers. But the Senate study ‘found 
that, under Ostrer’s plan, commis- 
sions and administrative - fees :were 
structured “more to benefit the cre- 
ator. of the system—Louis C.:Os~! 
trer—and_ his ada than’ ithe | 
workers.” i 

One GAO abil of the beat 095 
severance pay plan .showed that 
commissions charged :at = individual 
rates as opposed to group: rates. led: 
to the payment of $800,000 in. com- 
missions for policies written:on'1;400: 
workers, The GAO study concluded. 


4298901R0 ROO 


. the agency was. owned in the:name- 
‘of Ostrer’s: sister. icCann has also: 
' maintained ‘that he did not-read: the- 
' Senate: reports: tha: spelled--oub ‘the: 
- ownership~ -of Modern». Agency itr 
' 1976, and he disputes the findings: “of,| 
those reports... ° 


_ porter, who -alsox inquired. whether: 


knew toc. -much: about it. 


have been about $10,000: 2538 

The Senate study called? these. 
commissions “unconscionable.”: The 
subcommittee investigated Ostrer’s 
role in the sale of 12 union insurance: 
plans before it published its highly. 
critical .report. Four of the plans 
McCann’ 3 


aaa Ste, "as 


Foundation Life. 


pabdtEdiads: 8 ‘cease to sell in 
siirance ut New York in 1967 after: 
he was convicted ol stealing as much 
as'31.2 million from Canada Life In-: 
surance Co, But strer’ personally: 
sec up the insurince. plans. with’ 
Foundation Life and garnered most: 
of the commissiors earned in. the- 
name of two agents of record, Cy. 
Reeves Snyder and Robert Kincel, 

according to their cestimony in fed-: 
eral court last year. , 


Those agents worked ‘through! 
Modern Agency, controlled by Os-| 
trer through, his sister. “Modern: 
Agency was ‘a substantial. producer i 
tor the - company-- [Foundation},” 
McCann tald the Vewhouse report 
er. sigdentnteme es 

McCann bs wad that he: consid 
ered Ostrer a “consultant”. fo-Moed-’ 
ern Agency and:was-not aware that 


“As . for. . Ostrei’s 
McCann told’ Newhsu ie that he had: 


~ no reason to question Ostrer’s back 
* ground because="he-had-no- official 
~ capacity with Foundation. ‘Lite poser 


wick 
eee i 


“T was: under: tag impression; Hed 


~ had some ‘disciplinary action , taken.) 
:. by the Insurance Department of. the: 


state of New-York, but-Lcan’t recalls 


“ when I knew he had. his: license re 


voked,” he: told. the: New. Jersey res} 


McCann had: ‘known, of, Ostrer’ 3 197 34 


something about ; aaa I never. 


In 1976, Ostret Relped. set up. ‘ie 


: deal to sell:life-insrance with a face, 
value of about $36 million:to. Team- 


sters Local 948:in NewYork. None | 
ot the. insurance “agents: affiliated 
with Modern Agency: 0 or. -Foundation: 


‘had ‘a ‘license .to:do-business. in: New’ 


ny: tice year, Ostrer;.i ink ‘consultation 


-. with: McCann, arranged: to:set” up a. 
fe bogus: branch : office: of the union 
“omext to ‘the Modern 4 


ay McCann’ canoradly. ee this ale 
~ legation;“and was quoted ini ec New . 
~~ Jerseyinewspaper. as. saying, “T. was. 
i» not aware. of" Local“918-being: ed 
in in Brooklyn until the case broke”. 
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Washington Post Staff Writer 


Sen. Barry Goldwater (R-Ariz.). 
accused the press. yesterday of. mak-: 
ing “a mountain out of a molenill” ati. 
the CIA, and said he saw no reason 
for Director William J. Casey to re-: 
sign “unless we find further allega-: 

tions.” 

- The Senate Intelligence Commit-: 

tea, of which Goldwater is chairman,), 
formally instructed its staff to begin, 
a series. of raeetings: with CIA law-, 

yers to review allegations of financial! 
iaséonduck by Casey and an alleged; 
case of attempted “blackmail” in-; 
volving his former chief f covert ee 
_ecations, Max Hugel+” 

Committee investigators also olan 
to inspect the records of the back-. 
ground investigation the FBI con- 

‘ ducted before Ronald Reagan nom- 
inated Casey ag sie ae last 
. December. 


“By George Lardner Jr. | 
| 
| 


Presidential press: pene 
David Gergen said the White House. | 
yeuld cooperate completely in the 
inquiry. He added that the president 
has “full confidence” in: Casey. 
Similarly, Goldwater said he did. | 
not think Casey should resign, and’ | 
added that “f don’t- think there’s | 
enough proof to call for resignation.” 
“With all due respect to you fellas, 
you made a mountain out of a mole- | 
hill,” Goldwater told ‘reporters after: 
the two-hour committee session. 


wat till the tnips start: crawling out,” 
Then you'll have something, or oe 
may not.” 4 

Instead of getting: : bigger, ba ails 


gested, “it may go-right into the 
ground.” ne ae a 
Questions concerning Ohare 


tenure ay CIA director arose this 
week when Hugel resigned as deputy 
director for operations, one. of the | 


‘ings critical of Casey’s connections 


‘ Casey “had insisted on appointing to 


18 July 198] 


agency’s most sensitive posts, hours 
after ‘The Washington Post disclosed 


_accusations: of:taproper or tilegal 


stock- trading ‘practices on Hugel’s 
part in the early £970s.. “ 

Hugel contended that the two for- 
mer Wall Street stockbrokers’ who 
leveled the charges had attempted to 
blackmail him. several times:.diiring 
their acrimonious relationship,” “He 
‘denied any wrongdoing,’ but quit the 
agency ‘Tuesday morning saying heil 
said he felt he could no longer be ef 
fective. 

CIA general ‘counsel Stanley Shue 
kin. and other agency officials: met 
with Senate coramittee staff director; 
John Blake and his aides on Capitol : 
Hill later in. the day to begin the re-: 
view. -- les 

As far as Hugel i is concerned, one 
source said, the committee primarily | 
wants to know “how it’s possible that 
somebody. who claims. he was. being 
blackmailed. got: past the security 
people.” * 

Goldwater said he aiken at first 
that the CIA would be badly dam- | 
aged by the week’s events, but has. 
since changed: his mind. 

“In fact, I think they’re so haony | 
out thete to have gotten rid of Mr. | 
Hugel and’ gotten: the new man 
[John Stein] in his place... that it’s 
pretty well- overshadowed everything. 
‘else,” Goldwater said. “I think every-. 
'thing’s going good at the agency.” —‘ 

Surfacing in the aftermath of the’ 
controversy were several court rul- 


with. a* now-defunct farming firm, 
Multiponics Inc. It has been the sub- 
ject’ of litigation in New York and - 
New Orleans. °°" 

Goldwater said he felt Casey had’ 


done “a commendable job” at the + 


CIA except in his selection of Hugel, .| 
a Reagan campaign colleague whom 


Backs CIA a 
‘Mountain Oui of a M. 


tial Multiponics investors. 


head the clandestine service despite 


meen lade Va pices ene experi- | 


ence. ' Pera) mae sbi ge 


a 


Ns 
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Goldwater said, however, that he 
did not regard Hugei as a security 
risk despite his failure to tell CIA in- 
vestigators about his once-volatile 
relationships on Wall Street. 

Huygel “wanted to serve his coun- 
try and was just ‘a little careless in 
telling the whole’ truth about his 


background,” Goldwater said. 


Several Democratic members of. 
the Senate Intelligence Committee, || 
by contrast, have voiced chagrin over | 
the failure of the CIA’s security in- "| 
vestigators to raise any question - 
marks about Hugel’s business career. 
They have also expressed dissatis- 
faction with Casey’s disclaimers of | 
responsibility for misleading. ice! 


Committee member Joseph Re 
Biden (D-Del.).. sad through a 
spokesman: that umess Casey and 
tne administration come: forward | 


quickly with “a plausible and legal 


explanation” of the matters under 
review, “then Mr. Casey should be 


_asked to do what is best for the 


agency and. the country and step 
aside.” 

‘The review concerning Caany ap- j 
parently will concentrate on the 
Multiponics ligitation in New Or- 
leans. Casey had informed ‘the In- 
telligence Committee of the New! 
York suit at.thé time of his confir- 
mation - hearings,. but Goldwater’ 
noted yesterday tnat he. had not 
been aware of the Louisiana ‘case. 

There was little indication yester-., 
day,. however, thas the committee 
plans to carry its staff inquiry be- 
yond what has been published and- 
try to satisfy itself chat there are “no. 
further allegations” to uncover. 


fi 
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Deputy CIA Director Bobby 4. | 


Approved For Release mPa larrnat R000400180003-5 


had been scheduled for a six-month: 
progress report on changes at the 
avency, but committee members said. 
it also dealt with the failure of the | 
CIA’s tap leadership to consult more 
frequently with the congressional 
oversight committees, : 

“We haven’t seen much of Bobby 
and we haven’t seen much of Bill 
[Casey],” Sen. David Durenberger 
({t-Minn.) told reporters. He said he 
hopes that will change as a result of | 
yesterday's meeting.. Us | 

In a statement that he left behind, | 
Inman agreed that it was important. | 


“that the senators trust; us,” especial) 
ly in view of the CIA’s drive to win 
“relief” from the Freedom of Infor-| 
“mation Act and to rely instead on 
the House and Senate Intelligence 
cornmittees as “surrogates for the 
public.” , eee 
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ART LCS APPEARSD 
ae eee 
ON AGE 27 = 
Ser nate Panek ‘Orders. 


£:CIA Chief. 


by Henry S-Bradshar’ 
w Ssireato. Stor. Stalf W 


eT. @ Senate “Select Commitee o 
fate Hisence decided yesterday to in- | 
‘guire i ato CIA Director William-J. 
c sasey” s tangled business affairs, and 
ibe committee's legal staff then held | 
Dre hnnaty meeting with _ law: ; 
ers. - ee 
* Both the White Howse ona ‘several 
Send ie leaders: publicly voiced .sup-” 
port for Casey to continue to run the - 


imtelligenee agency. Privately, how- |} +3 


WASHTUGTON 
18 JULY 192: 


_ The Senate committee held its rege: 

‘lar - weekly, meeting | yesterday. 
-Morning with JY senators present,” 
Casey’s depnty' director,- ‘Admiral. 
Bobby R. Inman, reported as pre-; 
viously scheduled on CIA work in! 

the first six months or the new ee : 
ministration. pees os ; 


* After that closed session, the Sensi: 


-ators excluded event their key staffs: 


;members anditalked about Casey's > €d that Reagan * 


and » » Hegel's.” personal , problems. - 
:Then--committee.-chair man Barry * 


went: out and: 
| "58 

jtold reporters that’ thejnquiry om - Sonera dees one o 
ithe ssecurityjclearance of Hugel .* Casey in New York and New Orleans, 
would be broadened to cover Casey’ $ Gel 


£2. (0: fle Tees ioe 


. Goldwater; ‘ReAriz, 


siliavon:? 
7 The committee's lezal statt had 


oe White House Spoken David RE 
: Gergen’ said the president's office | ; 


5 


“will fully cooperate” with the Sen: | 
ate committee's inquiry.” Ge-sen add-’ 


nis Very. fii cn in his | 
views" of Support for, Case, : 


In receiit days White Howse cuit 


ever, some congressional teaders:;| “heen instructed to: check ‘whaiever’) ‘notteionn ofp ‘on, "the, 


sugsested that ity was becoming in-) matters might -bé hanging?. abput: | 


creasingly likely that Casey would- | 
have to be replaced by his patna l. 
friead, President Reagan. 

.- The inquiry on ior inerged it into 
ons that the committee already had- 4 
Started on the way Casey put his po- fe 
litical aide;-Max Hugel,; into the job | 
of CIA spymaster without normal se~ 
curity checks. Hugel was quickly | 
“pushed out of the job Tuesda; y bY the). 
White House after the disclosure of : 
questionable business wee tices... 5 


| 
am! 


>+Coramittee 
lawy fers had. “promised. acces3-t0. 
“whatever data was requir red for the * 
inquiry on Casey-A prelimindry re-.2: 
port on poth: Casey and Hugek was: 


expected by the committee bafore its 4 1: 
Jnembers ga ou. Tecess. in: early Au-4> 


gust: 


LN canes _committee: nor CIA 
Fsources could say what light the 
“agency could.shed on Casey’s.per- : 
sonal ‘business. ventures ‘that .oc- 
- curred before he became director 
Nor was it clear’ whether his own 
‘lawyers’ would become. involved. . 
13 Casey’Sown ‘lawyers have been de: 
‘fending him against charges that he 
k nowingly “misled ‘potential: ‘inves 
-tors in a 1968 farm bysiness venture: 
‘and also drove the company ‘daepar | 
{and deeper into debt for his persqnal {; 
tbenefit? Despite : ‘legals: judgments ‘ti 
“against him, his lawyers. have’ de-. 
nied the charges. itt! ey oxhe 
ts. Casey. was: Reagan’ $i campaign } 
-manager last year, and Hugel was ant 
“assistant. Reagan named Casey to the: 
‘CIA post. Hugel went along as g pers! 
‘sonal ajde and later. became deputy 
directgr for operations, in charge of; 
ithe ice ae ete seusitive clandes- 
(tine work. 


x ‘main’. as. CIA director, 


s* fidence, there was a 


Casey, Goldwater said. This included’ 
-hot only: business ‘affairs: but also | | 
> Casey's: “possible “role” in. placing’} 
“Hugel in the spymaster’s j job without: 4 
ithe normally ey and careful fe ; 
curity checks. &: 40-7 na 

Speaking to reporters about Casey; : 
“Goldwatersaid that, “asia directory, 
che's doné ac ommendable job except-; 
for picking : aman with no back» 
“ground” to head the clandestine ser-« 
Vices, When asked if Casey should re-’ 
aes 
‘Teplied, “Yes, 1 think he should,” 

- Senate majority leader Howard He! 
‘Baker Jr. told reporters that "I Know 


zof no reason at this time ‘for: Casey’ 


to resigngr te ee of 


Witte fi 


“A number of senators expressed | 
their concerns tome about the Casey | 


: Stories that'have'appeared and the! 


Hugel Stories, ” Baker said,“and I ex-4 


+ pect’ that: until those are: ‘yesolved. 
we that Casey. will continue to;be in a | 
“Idegree of trouble but not trouble in? 
‘the sense of his continuing toserys.® j 


s“T support Bill Casey end will con: j ; 
inve.to-do-so," Baker added; “until: 


Vor unless. Something is made: to ap-: 


adermines- my? ‘confi. 


Despite’ thse public shows of con®: 
growing feeling: | 
on Capitol ‘Hill that thesmounting 4 
“problems for’ Casey could lead to his | 
‘departure. Some Hill sources‘noted,. 


“however, that there was a difference’: 


Spokesman added,’ 
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; The Newhouse reports by Robert i 
i Cohen, prepared for use by about 30! 
, Newhouse papers and other newspa- + 

i; .per subscribers, exarnined records | 

of two Senate: Permanent Subcom: ; 

mittee on Investigations reports and : 

transcripts of a. 1980 federal court f 

case in New York in which McCann i 

testified. fe, -t 
’ Another high-ranking White) 
House official said he:-ws not cer-. 
tain “if-there is a Serious problem” 
and added that theState Department 
had its own clearance system for di- 
plomatic appointments. :.. - ; 


- Although his nomination has not 
been. forwarded | to the Senate, : 
McCann has been attending official 
’ functions involyin g lreland and vis- : 

ited. the: Irish-Embassy earlier this 
week fora ceremony attended by the 


president at which Mrs. Reagan’s fa- 
‘ther, Loyal Davis: received an hon. ! 
orary fellowship from Ireland's Roy- 
al College of Surgeons... = 


intention: te“annotat McCanr;for-+, was called into the White Hottse for. 
ee ei ena or raefundratsing “Questioning by White House counsel. 


group called. Reagan-Bustr Pioneers J 
at the Irish Erabassy on St. Patrick’s 


Day. . ; 


Since 1963, McCann has served as 
president; chief executive’ ‘officer 
and director.of. operations of the 
Foundation Life Insurance Company 
of America in Chatham, N.J. He has 
bzen active in New Jersey politics 
end told friends he had raised “mil- 
hons” for the Reagan-Bush cam- 
paign. He also served as a delegate 
to the 1980 Republican convention. 

‘ Senate source said the McCann | 
‘nomination had not been relayed to 
the Senate Foreign Relations ‘Com- 
mittee. Other sources said the Senate 
committee had independently: be 
gun examining the allegations, first 
reported by Newhouse News Service 
Jast month, that McCann's insurance | 
‘company had obtained a substantial | 
portion of its business through a! 
iaan Said to be linked to organized 
crime figures. The committee has 
been collecting the Newhouse re- 
: “ports and other stories about. 
‘McCann published 
Irish newspapers. - 


: Fred Fielding Hiya source familar 
withthe handling of this case said: : on 
"White House officials said that | 
was nor unusual, but Senate sources. 
Said that at this stage of the inves. | 
| tigation such a move was rare." | 
| ~ McCann could not be reached for | 
comment. The telephone for the! 
number listed for his homeé'in Short; 
Hills, NL, was-not connected last. 


‘made by sources. who have Spoken | 
with McCann that CIA Director Wil-! 
liam. Casey had been the primary 
supporter in McCann's Winning ap: 


White House counsel’ Edwin Meese! 
many who had known Bill McCann | 


was by no means a principal support- f 
er.” One of the White House officials 
contacted said McCann had: many 

Supporters’ among people. responsi- | 
ble for-raising campaign funds in! 
New Jersey and elsewhere, includ- 
- ing Casey and Chartes Z. Wick, head 
of the ‘International Communicat- 

Wee! te 


in American and 


P ; ; ions: Agency:. ah ag oes 


aoc r | 


Se 
so 


While in town this week, McCann. | 


*thony Accardo of: Chicago. 7 


de : 
‘knowledge at the trial} that his com- 


of | 


and had recommended: him, but he }- 


. 


. Casey recently has come under | 
firefor his appointment of'a Now | 
Hampshire businessman, Max : 


, Hugel, as deputy director for oper: 


t 


| cused cf knowingly misled potential : 


ations of the CIA and has been ac- 


investors in a 1968 farr business ° 
venture. Hugel resigned from the. 
CIA after published reports said he 
had allegediy been invelved in-im. | 
proper stock dealings with two bro. 
thers from New York, wt ose Stock 
“brokerage is now defunct . : 
‘McCann has been’ quoted by: 
Sources. who know him a: attribut.,} 
ing his selection for the post of am- | 
bassador to friendship. with Casey, ; 
: - Phe court and Senate documents! 
examined by the Newhous+ reporter. 
Show that McCann's company, Foun-: 
dation Life, sold ‘millions of dollars | 
‘in policies through Modern Agency, | 
Inc., a company allegedly sed as a} 
front. for convicted felon Louis. C4 
Ostrer, i ee 
; ‘Ostrer currently is serving time at | 
the Federal Correctional Center at! 
Danbury, Connz., after beins convict-! 
ed in 1930 in New York on charges ; 
of embezzling $1.2 millior. frora a.! 
Brooklyn Teamsters local and of! 
evading $6.8 million in federal int | 
come taxes. He has been linked by ! 
Senate: investigators and federat ; 
prosecutors io organized c ime fig. . 
ures... : Se , } 
While in jail, Ostrer was tadict 
in June in connection with | 
leged insurance : 
the welfare 
Laborers Interna 


Sources as organized crime figuces, | 
Santos Trafficante of Florida 


Bee gs ae 

At Ostrer’s trial last year, ? [cCann | 
estified that he was not aware of! 
Ostrer’s alleged links to oFyanized |' 
crime or-of the.revocation o! his ja: | 
Surance license by New-Yor's State | 
POR ee Sen ee | 
However, McCann did eel 


pany had dealt with Ostrer-“in the! 
form of a consultant” to the Modern 
Agency. McCann also said his com- 
pany had sold from $150 milaon to 
$200 million in policies between 1968 
and 3976 through Modern ard had | 
paid .commissions in: “excess. oF $2 
milion” = > ols, see 
- McCann said in an interview with 
Newhonie that he did not know how 
much of Foundation's business was | 
generated throughout that pericd by | 
the .Modern Agency... bu--.ag-1 


i 
| 


7 ; i. Knowledged that in: 1977 j bably 
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By Curt Matthews 
Washington Bureau. of The Sun. 


Washington--Members of the Senate’s 


select. committee on ‘intelligence agreed 
yesterday to probe more deeply into the 
personal financial, dealings of William J. 
Casey, the director of central intelligence. 

Senator Barry Goldwater (R,. Ariz.), 
chairman of the committee, said the cor- 
mittee staff would investigate allegations 
that Mr. Casey knowingly rnisled potential 
investors in a firm that went bankrupt in 
1971. : cae, 

The allegations regarding Mr. Casey 
came to light on Wednesday, the day after 
Max Hugel, deputy director for o perations 
at the Central Intelligence Agency and a 
man Mr. Casey brought into the agency, 
abruptly resigned when it was disclosed 
that he had beer involved in questionable 
stock-market dealings. 


In announcing the investigation of Mr. 


Casey, Senator Goldwater told reporters 
that the intelligence committee staff 
would work closely with legal counsel at 
the CIA and that the probe would be ex- 
pedited. on : 
Both Mr. Hugel and Mr. Casey have de- 
nied any wrongdoing in the conduct of 
their financial affairs before entering gov- 
rnment service with the change of ad- 
ministrations earlier this year. In explain- 
ing his resignation, Mr. Hugel said that he 
was quitting his job at the CIA because he 
did not want the allegations against him to 
become a “burden” for the Reagan admin- 
istration. se leah oD at a 
The decision to investigate more fully 
the charges of wrongdoing against Mr. 
Casey came during a regularly scheduled 
meeting of the Senate-intelligence- corm- 3 
mittee yesterday morning.-The allegation. 
that he had misled stockholders of a firm. 


called Multiponics, Inc., was known to the ° 
committee at the time of his confirmation - 
hearings earlier this year but received lits~ 
tle attention at the time. en 


Mr. Casey, who has several times been 
sued over stock-market dealings during a’ 
long career as a Wall Street lawyer, has . 
dismissed the various suits as normal nui- 
sance litigation that all businessmen en- 
counter. Ay ~ oye 

On May 19, a Federal District judge in. 
New York named Mr. Casey as one of sev- 
eral officers and promoters of Multiponics - 
responsible for circulating misleading in- ~ 
formation about the company. The judge”: 
said that a prospectus HAP Ravan pag f 


sented facts”—a serious violation of se- 
curittes law) oy 
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i plans a deeper look 


“asey’s financial deals. 


Last year, a three-judge panel of the ; 
United States Court of Appeals in New Or- : 
leans, weighing a separate set of charges 
against officers and directors of Multipon- 
ics, ruled that Mr. Casey and others man- 
aging the firm, drove the company “deep 
and deeper into debt” and that their man- 
aging procedures reflected “a pattern of 
self-interest.” : 


Sources close to the committee said 
yesterday that Senator Goldwater has not 
taken the lead in pressing for an investiga- 
tion of Mr. Casey but has gone along to ac- ! 
commodate what he sees as the legitimate : 
concerns expressed by other. members of | 
the committee. renee: me 

Mr. Goldwater was r: p0rtedly upset 
that, although the White .Jouse staff had 
,Knowa of pending contruversy at the cla 

| jfor several days befcre Mr. Hugel’s resig- 
| nation, Republican leaders in Congress 
| 


were nol, informed. 


Casey engaged in illegal business dealings 
is considered a serious matter because it 
could lead to blackmail, an intelligence 
committee staff member said. Officials 
with sensitive information -at the CIA 
could be faced with the choice of disclos- 
ing government secrets or having their 
private misconduct exposed. 


WILLIA 
-- CIA chief subject of study 


Both Mr. Casey and Mr. Hugel were in- 
volved in President Reagan's: campaign 
last year, Mr. Casey as director of the 
campaign. Although Mr. Hugel said he had 
known Mr. Casey for 20 years, Mr. Casey 
corrected him and said he had known Mr. : 
Hugel for only 17 months before recom- 
mending him fora jobattheCIA.-°- | 


. Mr. Goldwater said that, despite the al- 
. legations regarding Mr..Casey, he should 
continue as director of the CIA “unless we | 

. find further allegations.” ane 


Senator Howard H:. Baker, Jr. (R,/j 
Tenn.), the majority leader, also ex- | 
pressed support for Mr. Casey, saying, “Ti 

- know of no reason at this time for Mr.|  - 
Casey.to resign.” Senator Baker down- ; 
played the probe started by thé intelli-: 
gence committee, saying it was not “an in-! 

‘ vestigation” but merely a staff réview of | 
pubiic allegations. Sei OTN 


. 


The possibility that Mr. Hugel or Mr. | 
| 


te aged, = 
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AMERICAN SURVEY 


I 
Ups and downs 
Washington, however, was not greatly 
concerned about what Mr Reagan was! 
about to say at the summit. It was more! 
absorbed with some intriguing power 
shifts within the White House. First, it 
was revealed that Mr George Bush, the 
vice-president, had relinquished his role 
as Co-ordinator of summit Preparations to 
make way for Mr Michael Deaver, the 
White House deputy chief of staff and 
one of the president’s closest friends. It 
was emphasised that this implied no criti« 
cism of Mr Bush, just that Mr Reagan | 
“as now in need of some last-minute, | 


intimate briefings. Nevertheless, there 
was an impression that Mr Bush’s work 
had been less than adequate in preparing 
the president. 

It might be assumed. that Mr Richard 
Allen, the national Security adviser, 
would be at the centre of any Ottawa 
briefings, But his role was largely over- 
shadowed by senior state department 
officials. 7 

This prompted more speculation that 
Mc Allen’s influence may de fading in the 
White House. It has already been under- 
mined by a decision to end his personal 
moming briefings of ths president, a 

' significant access which has been the 
source of much of the power.of past 
security advisers. Henceforth, the nat- 
ional security adviser will submit only 
written reports and take part in much 
larger briefings, three times a week, in- 
volving the secretary of State, the defence 
Secretary and senior aides. : : 

Such a mechanism could be seen as a 
first step towards a co-ordinated and 
coherent foreign policy for the Reagan 
administration, though: it could’ also 
prove unwieldy. The president, it seems, 
is determined to quell the recent out- 
break of sniping between the state de- 
partment and the national security conn- 
cil. He is also anxious to improve 
relations with his Secretary of state. So 
regular private meetings are being sched- 
uled with Mr Alexander Haig. 

If Mr Allen is the victim in all this, he 
was not the only longtime Reagan associ- ‘ 
ate to suffer some knocks this week. Mr/| 
Bill Casey, director of the Central Intelli-| 


peace Agency and last year’s presidential 
campaign Manager, was presented with 
Ripe soak? a ree 


the resignation of “his chief of covert 
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operations, Mr Max Tlugel, who had 
been accused in the Washington Post of 


“Tmnproper stock-trading practices. | 


-Mr Hugel’s forced departure was espe- : 


company he ran. But the wisdom of Mr 


Casey, a former head of the Securities 
‘Commission, in pushing the appoimtment 
is being openly questioned. Further ques- 
tions about the CIA director were raised | 
when-a judge ruled that Mr Casey had | 
once misled potential investors in a com- | 
pany in which he worked. = | 
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Washington (News Bureau)}—Chairs 
man. Barry... Goklwater: .. -(R-Ariz.) 
announced yesterday. that the’ Séhate . 
Intelligence Committze stait would be-.. 

_ gin. an. -immediate., investigation” “at: the _ 


controversial financial coat ot shel 


Director, William J. Casey. 
“The. ‘committee. met, behind’ plgsea 


doors. for more. “than an hour with: the. = 
CIA's. deputy-director,. Adm: Bobby. R..: s7 


Inman, in what. was said to. be a regular. 
oly. scheduled.session. on. CTA SPrOBc fa 
ress” during the last six months.- F 


But it?rwass clear - that: ‘eommittes. Ne 
members were concerned aboula New. - 
York cfederab judge’ 'S, memorandum é.- 
accusing Casey and business associates: =: a 


“Of misleading investors. in au now-de- = 
funct New.Orleans-based farming. ven-+_ 

. ture. The farming. company, Multipo-.- 

' nies Inc., wentinte bankruptcy in Tl 
but generated. several ” lawsuits” that'= 
have dragged through the courts for” 
Pest of a ensuing decade: VRS 


SORA ASG On 


c concluded: in'a memorandum issued in. --Hugel’s troubles > “inadvertently”, from:- 


* of $3 million they were trying to raise .;: 
would be used to pay off loans made ian 


* Washoe “Post publighey hatyes 
“that - he: had- participated : 


_  committeedid’ not. know“ about. Huge? 
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FEDERAL JUDGE Charles Si Friday.” ‘Goldwater said he’ Tae id 


May that Casey, a company director a friend Sunday. = = ; se 
and listeg.as company secretary,-and  - 
other directors deliberately _ had failed. “AS FOR CASEY, Goldwater said he 


had done “a commendable job” as = 
Imost all 
to tell investors in 1968 that almos director of the CIlASexcept for picking = 


“a man: with no- background” ”to- head*> 
_Clandestine Servicess“Even if. Hugel-:. 

Shad! not: been -sa:d-to* have a- -shady + 
background,” > Goldwater: added, AL: 
would have picked.2 man from below" e 
in: the gency: for the ene sensitive : 


the company by the directors..25. ee tale 
. Casey's entanglement with Multipo-~ 

‘hics surfaced after Max.C/Hugel; depu-: 
ty: sdirector- of the’ CLA: forzel landestine= . 


edpine his: Supeoee siently. ‘oes 
mneeHae. with reporters. after the ¢ com-- 


ment: “Ours ‘chief ©: interest,” on 
Goldwater? ’ “is to determine* why‘ our 


Zi. The senator 3 gave no: indication tha 
“the panel had uneovered any addition-= 
untike The-;: Post- appeared S Tuesday, ~al-information on Casey. He did say,7 A 
" when: it: was: known among: the press ; however, that ne had not been aware of 

and others t the arias eae or ).“the Louisiana | pohipeacarens fea 
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SSRTL. JACKSON, Times Stafi. Writer. - 4 
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sy ASHINGTON =Sen- Barry’ M. 
Goldwater (R-Ari riz.) expressed: 
support "Friday = for. “CLA. Director 
“Wiliam. J- Casey, as the Senate’In-. 

ee-that Goldwaq 


“top. “official. who-resigned Tuesday 
parid, charges héonce. was involved 
zin! improper . ‘stock dealing-;Casey’s: 
Youn condtict/asia:private | business= 
“nam Waséalso criticized in.two 1 fed 


‘S\pakerstold-reporters that * 


“and. untess’ ‘something. occurs ‘tha 
‘underminesrimys ‘confidence, in Mr.; 
Casey, I svi’ continve to hi ; 
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Director; 


Commiilies Staff to? RevieinGs 


eV Bek 


‘tine activities'Othet matters to be 
considered: Goldwater said: would! 
be the two-court rulings questioning 
£asey’ Ss past business conductre rt ns 
, Referring=.to -Casey, , Goldwater. 
said: “Asta director? he’s. done sa. 
commendable: job,; except for: = pick =: 
ing a many “with. no background (in, 


“clandestine, affairs}.And, even if 
;Hugel-had: ot. been said to havea! 
“shady” background;:I.would have’ 
‘picked a’ man from plow (a the 
agency's ranks)" 7 +> 
“7 Casey. appointed. CIA career ae 
“ter, John Stein'to head-clandestine 
activities after’ Hugel-resigned.-fol-. 
“lowing charges he had provided in- 
side information to two stock bro- 
kers-in19744in an ‘effort to boost 
stock; in -an electronics - “fim: he 
ownedssti + : aot 4 
- Subsequently, tw federae’ court, 
“rulings cameto lightin whic! Casé sa 
_and other directors ofan ‘agricul tue 


"Hugel | as’ the CIA's chief of aire 


~ 


al firm, Muitiponies“Ine<had-peen™ 


criticized for. withholding informa~ 

tion. from: stockholders. acd. manag=¢: 
ing the firm in a. “pattern ‘of self-in-~ 
terest.”. The company "went bank=* 
-rupt in-1973.;, 


tem 


~-:Casey,:a ‘oeines Chairsamof: ine 
Securities and Exchange. Commis} 
zion, has said: he‘wag only ore of 16% 
‘directors-* ‘or Officers?:"exercising | 
“what seemed tobe redsonabl> Heed 
hess judgmentat the time’? &: 
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White House unfazed by report 


By JOE TRENTO 
aod RALPH & MOYED 
Beall ertery 
‘©1931, The News Journal Co, 

One of CIA Director William J. Casey's 
nartners un a failed besiness venture is identi- 
hed in Justics Departmrext recerds as an 
associate of underrorid figures infiltrating 
Gulf Coast waterfront ladustries. 

The partner is Carl Bienl. a co-defendant 
with Casey In two civil suils now being | 
reviewed by tht Senate Intelligence Com- | 
rointee stall, : 


| 
| 
| 


| 

Biehl) has macean agreement with federal | 
authorities lo supply information on organ | 
ized crime activzies in New Orleans, Galves- | 


ten, Texas, and ber Gull Coast cities where 


his family stevedormg company does busi. | 


peas, the Neos Jerurnal has learned. | 


- fizld check made on Casey when President 


Reached by eephone at his vacation home 
in the Caribbean, Biehl told a reporter. “1: 
don't want to talk to you about anything. 
and hung up. ; 

A CLA spokesman declined comment Fii-! 
day on Casey's relationship with Biehl or} 
yhether that relationship was turned up in tbe | 


Reagan nominated him as head of the CLA. 

The agreement under which Biehl agretd | 
to inform on the mob was reached after his | 

urported crime connections were turned gp | 
in 2 routine 1973 FBI investigation of Casey | 
when Richard Nixon named him chairman of | 
the Export-Import Bank. according to a 
source close to the case. 

Following the 1973 disclosures, Justice | 
Department sources say, it loon Jederal | 


authorities in Now Orleans several years to! 
get Biehl to cooperate in their probe of organ | 
ized crime in the shipping besiness. | 

The complete I file containing the| 
details of Biel's connections to organized | 
chime was available to the Whit: House. 
betore Casey toox the helro al CIA jast Jan | 


Uary, according to Justice Department 
- PouTCeS 


Casey, who ran President Reayan’s 1920 | 
campaign. was one of the first mernbers of . 
the administration to be nominated and con- | 
firmed. 

The White House on Friday seemet uncon- | 
cored about the implications of bavizg a CIA: 
director who is close to a man who may be/ 
involved in organized crime, 

“I don’t see the connection betrreen Bishl's | 
ties and Casey.” White House spckesman- 
Peter Roussel said Fiiday night “Y2 knew! 
about the lawsuits, bul I cast confirm ve | 
knew aboot any connection to organized | 
crime.” 

Justice Department spokestman Thomas De : 
Cair said be could pot comment on toe Biehl 
Case, . : i 
Spencer Davis, spokesman for the Senate . 
Intelligence Committee, said. coromittes | 
members were unaware when they beld bear- | 
ings on his confirmaties that Casev’s bosiness | 
associate had shown ep in organized crime 

iles. 

Justice Departroent-charts link Biehl with | 
underworld figures along-the Gulf Coast. His | 
name also shows up in Justice Department - 
memorandums dealing with orgacized crime | 


io) 
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infiltration into Shipping, freight 
forviarding and Mevedoring in the 
southeastera United States, 

According to confidential Justice 
Department documents, Bieh!'s 
COnsections to underworld igures 
came to beht io surveillances and 
Wiretaps condoctad by the faders} 
Organized ¢rime investigators in 
Washington and New Orleans, 

_ The documents show thal the Jus 
tice Department promised thar 
Biekl would not be prosecuted in 
returns for his cooperation. 

A source familiar with the case 
said Bigh) was fiesr approached by 
mob interests in the 19503. The Jus. 
tice Department documents do Bor 
indscate the extent of his involve. 
ment, but, based on the findings of 
FBI investigators in 1973, the invol. 
vement dates at least to the early 
Gays of Casey's and Bien}'s Dusinesy 
aSSOC1 3 tig, 

1n 1983, Casey, Biehl acd Alfred J, 
Moran, a2 New Orleans business 
execulive, founded Multiponics Inc. 
(O Operate a giant farming opera- 
tion. Morag said Friday that he, 
Casey and Hiehl still are close 
friends despite their business prob- 
desos, 

In 1968, they bought 44.000 acres 
of land in the Southeast, sold deben- 
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tures and, three years later, went 
bankrupt, 


One of the investors was a subsidj.: 


ary of fugitive businessman Robert 
Vesco’s investors Overseas Ser. 
vices, Moran declined comment on 
the extent of Vesco’s involvement in 
Multiponics. 

The tovestors, including the IOS 
Subsidiary, sued Casey tha other 
foundine dirertors in 3973, charsing 
ther with gross mismanazement 
and nesligence. Withis thelast year, 
federa) courts in New York and 
New Orleans have ruled against 
Casey, Biehl, Moran and the other 

‘directors, 

The New Orleans ruling held that 
the directors drove the Operation 
“deep and deeper into debt” by man- 
aging hiultiponics in a “pattern of 
Self-interest.” In New York, the 
court muled that Casey and the other 
directors knowingly misled early 
investors in the firm. 

Casey's Lawyer said he denies any 
wroogzdoing in the Multiponics 
affair, - 


A high level CIA official, who 
asked that his name not be Used, 
Said that Casey's relationship with 
Someone who kad connections to 
Organized crime “bas serious impli- 
cations for the security of the {inte]- 
lugence) community. It’s 2OIng to 
hurt morale terribly. Our attention 
cannot be diverted away from co}- 
lecting intelligence and this is what 
we have now,” . 


> 
| se 
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Overt embarrassment ai CIA. | 
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For an operation whose watchword is ever, to approach such information with | 
supposed to be secrecy, the Central Intel- the same sophisticated view with which | 
ligence Agency has suffered an eee it addressed other accusations against 
public form of embarrassment. .. ' Mr. Casey. In the Byzantine world of se 

curities transactions, not every technical 

. WPirst, CIA Becton: William Casey's: allegation or even finding of wrongdoing 

-handpicked. director: of: covert -oper-:- isa a guarantee of skulduggery. ; 
ations, Max: Hugely resigned this week” LOMA Are Bee Tk es 

after the publication ofallegations by - The principal focus of the probe, how-- 

two New. York stockbrokers that he had ever, “ought to be on the adequacy of the~ 
engaged with them in. ‘illegal stock ma- process by which political appointees in ° 
nipulations in 1974. Mr: Hugeldeniedany ~ the’ ‘agency. are screenéd before _being.. 
wrongdoing. Then it was discovered that "promoted to positions as sensitive as the’ 
Mr: Casey, who himself has a reputation. one that Mr. Hugel occupied. 
as a wheeler-dealer, had been chastised -2-7-%) *% Yt > Bee Ga 
by two federal courts. for inproprielies - uit the failing i is institutional, or if Mr. 
in his business dealings: A Senate Intelli---- Hagel’ alleged involvement in improper” 
: gence. Committee: -investigatior:’ ‘of how dealings would have eluded even a more> 
” Mr.:-Hugel was-screened may-be broad--:- searching examination, then it would be - 
_ ened at:least-inférmally, to‘encompass * ~ disproportionate to demand Mr. Casey’s:; 
the question: of Mr Casey’s: continued — “ head. But if Mr. Casey casually installed 
sabes ara _, an.old friend in such a sensitive position. ; 
: " without a thorough investigation —- and * 

‘The committee investigatic ‘ébvious- if such casualness marks his stewardship- 
; ly ought to go forward, and in the case of - of the agency generally ~ then his suit- 
“Mr. Casey the committee should-scruti- «» ability as.the head of one of the govern~" 
- nize information about any of his deal--‘ -ment’s most sensitive agencies ought to" 
. ings which it lacked at the time of his “be re-evaluated by the committee and BY 
Gases It. (auton Ee careful, how- - _-President Reagan. wets ged oe 
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Casey — it looks extremely rocky | 


Eisenhower had his Sherman Adams; 
Johnson his Billy,Sol Estes; Nixon his Spiro 
Agnew (and later his administration); Carter 
his Bert Lance. Reagan’s got William J. 
Casey, his CIA director who is becoming in- 
creasingly emDattled as the federal ccurts, 
the press and Congress look into his past 
business dealings. ie 

And while Reagan. seems to be behind 
Casey one thousand percent — “There is no 
controversy; I have complete trust in him,” 
the president has proclaimed — the contro- 
versy boils. on. Too eee 

At issue is whether Casey and his partners 
in a business knowingly misled potential in- 
vestors. Two federal courts have issued rul- 
ings criticizing Casey for his tangled finan- 
cial affairs, one of them saying Casey and his 
partners operated a corporation they owned 
in an “overall pattern of self-interest” that 


aver wn 


- drovecthe-c any “‘deep and deeper int 
i 2 ompany “‘deep eper into 


AEE tote sone stants cing” 
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Now members — especially Democratic} 
members — of the Senate Judiciary Commit- | 
tee are threatening to investigate Casey’s 
past business dealings. All of this is in the 
wake of the resignation of Casey’s right 
hand spymaster, Max Hugel, who left after 
allegations that he had improperly manipu- 
lated in the stock market to favor a business 
he once owned. . oo 

We'have learned from’ experience that: 
once this kind of thing gets going, rightly or 
wrongly, it almost always ends in the ouster 
of the person charged. Few can stand the 
scrutiny to which their affairs are subjected, 
once it begins. 

Right now it looks extremely rocky for 
the head of the CIA. With two strikes against 
him already, the chances are Mighty Casey 
will strike out. 7 
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Troubled Cc [A 


if there was ayia the Chea Intelligence Agency | > 
didn’t need, it was a crew of directors with questionable! 
credentials. But that’s the lot of the agency that’s Still | 
recovering from ‘reports.of past excesses. fe 

First blow to the CIA’s revived credibility was the 
Max Hugel affair.-Without consultation with the White | 
House; CIA Director William J. Casey picked: Hugel to+/ 
heat clandestine operations, despite an expertise appar- 
ently. limited to: campaign support..-Then came the’ 
discovery: that Hugel had: engaged in sharp stock market 
operations: Hugel’s: resignation was ‘inevitable... 


The stain, however, ‘has not been wholly, expung ed? 
- Casey, too, has a taint. It has come to light that on May 19} 
a federal judge ruled that the CIA’ director ~~ then in pri- 
vate business — -knowingly misled investors in the 1960s. 
The case involved distribution of a circular that con- 
tained false- and" ‘mistated information. Le 
- President’ Reagan, curiously, ” expressed full’ ‘ support 
for Casey...The CIA. helm: surely - requires: someone of 
“unassailable reputation, -lest -the,.nation’s surveillance. 
_ agency be compromised. Reagan meeds to recognize this. 
“What’s even more curious is that Reagan has escaped | 
blame for. inept appointments. He did not feel backlash j 
over naming Ernest Lefever to the Human Rights post. 
‘Nor has he shared the outrage over, James Watts’ deeds, 
The president seems disasseciated from responsibility, a 
‘strange and — we'd hope — passing phenomenon. On: 
‘ Reagan’s desk, there’s.a.sign that oad “the buckaroo 
* stops here. ”.And.so it should... ie : 


| 
| 
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Hugel to resign as the Central Intelli- Casey’s judgment has been weakened 
gence Agency's. chief. of clandestine and troublesome questions about the 
Operations demonstrate without much effectiveness of internal CIA investiga: 
doubt that he never should have had tions havebeenraised _—- eee : 
“the job in the first place.’ Thus, his... Mr. Cass oved quickl 1 ; 
“abrupt departure is an embarrassment... Mr- wey Moved quickly to rep rate 
-to the ClA-and its director: William ~ Mr. Hugel with John H. Stein, a profes. 
: Casey, in more waysthanone. ..-, Slonal . intelligence Operative with: 20° 


‘lished allegations. that he engaged in -- Problem -within-the agency, but Mr.’ 
‘improper or illegal stock: trading prac..:.,Casey has a a to go yet before he 1 


. business in the-1970s. He had held the... ::Not only has the Hugel “incident 
onths, having: :Shaken confidence in his competence. 


‘Spite the fact that he had:no previous- “ing has‘come:to light that Mr: Casey. 
.€xperience in intelligence work: - =o ane Phew oe Investors in ag 
’ Mr. Hugel was an organizer in Presi- hae ana fa. caus eompaly AW. j 
-dent Reagan’s election campaign and} eevanelicen: oe Oect oo 
‘joined the CIA in January. as-Mr° Ca-- The ruling came in a Civil suit 
“sey’s Special assistant:: When -Mr. Ca- brought by disgruntled investors in’. 
“Sey’s choice of Mr. Hugel to be deputy 1974. It isa long way from being fully. 
‘direcior was questioned. ‘Widely, he ad 
‘defended it primarily on the ground vised. the White House that he was.a. 
‘that he needed someone in such a sen- defendant: in the suit before he was 
‘Sitive post. in. whom: he could Place appointed to head the CIA. So, it may or- 
absolute trust and, having known Mr. may not be a serious matter. But: par: 
-Hugel. for -20-years,-he. believed. Mr. ticularly- against. the background. of. 
-Hugel was that person... Mr. Hugel’s fall from grace, it is nota 


> Mr. Hugel let his friend down. He good. thing’ to be- hanging over the-| 
‘failed to inform Mr: Casey of. his vul- head of the director of the CIA. Be eg 


‘Nerability to. the -allegations, ‘That’ ‘The White- House: needs to deter--| 


‘failure as much as Mr. Hugel’s lack of . mine quickly whether the judge's fina.. 
experience in Intelligence work dem- ings plus the Hugel fiasco have de-. 
“onstrated he was ill-pr. epared to serve Stroyed Mr. Casey’s fitness to remain as 


“ina top-level government job..The fall-- director of the CIA. 
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By Terence Hun 


fr Associated Press. - ns moe oa gehts 

f- WASHINGTON — President Reagan 
| was not teld about William J. Casey’s 
legal problems before he nominated 
. Casey to head the CIA because it was 
@ decided the matter was’ not worth 


«Reagan's aitention, the White House 


t. Said yesterday... ee Hs ; 
Instead, suits against Casey and 


others involved ina failed business” 


“venture’ were ~ reviewed - ‘by. Fred 
Fielding, the White House counsel 


who -examined financial-disclosure_ 
‘data’ on ‘potential nominees Jast year: 


L 
f for--the~ incoming ‘administration, 
I. 


cases, were not of sufficient nature to 
raise to the President,” Speakes said 4 


‘knowingly. misled “stockholders in 
‘a> year-old . feder; 
| ruling in New ‘Orleans that ‘became 


Known Wednesday... = 


"Said that Casey and other directors of 
“a now-defunct farming corporation 
‘drove it “deep and deeper into debt” 
‘by manaping it in a “pattern of self. 
SE ne oe 
_ f 2 The judge denied Casey's claim to a. 
portion of the firm's remaining as- 
2 ie a ee ne ae 
_ Both rulings involved Casey’s role 
‘in Multiponics Inc., a New Orleans 
firm that filed for reorganization 
| under: the, Bankruptcy. Act three 
| years after its founding in the late 
| .1960s.- te a tah ee pie 


e4 7 SS ar Eel peat Pee 
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- according to deputy White House 


‘Mion:that these cases:-these pending - 


* -Casey, found in'aMar 19 ruling by 
8 federal judge in New-York to have: 
_the.company, was also a defendant in. 
al-appéllate. court‘ 


+In‘the New Orleans ruling, a judge. 


° Casey's legal troubles came to light . 
after Max -Hugel, a businessman 


whom Casey had- brought into the ° 


CIA from the Reagan campaign, re- 
signed Tuesday as head of the agen- 
cy’s clandestine Services: ‘Hugel’s 
departure came - hours after the. 
- Washington Post printed allegations 

by two New York Stockbrokers that- 
they had Participated in 1974 with 

Hugel in prohibited maneuvers to. 
boost the stock of a firm Hugel once 

owned. Hugel has denied any wrong- 

doing in the case, which is unrelated 

to Casey’s business venture. 

Reagan expressed full trust in 
Casey Wednesday and said, “There is 
nocontroversy.”<  - Ls - 

Yesterday, .- Speakes said that he 
knew of no change in Reagan's opin-. 
oe (os ac ote 
| -Speakes -said :that Casey -had dis: 
Closed the suits.in information he 
-Provided to, the administration be- 


fore his CIA nomination was submit--: 


| ted, Casey. was nominated to the CIA : 
| post after having Managed Reagan's ¢ 
; Campaign. |... 2 be : 
“Both these lawsuits, and ‘I think, 
there are others in the New Orleans. 
appeal ... were disclosed, and Field- 
ing did discuss it with him {Casey) in 
detail,” Speakessaid. - - han oe 
._ "This information was presented to 
_the Senate committee [which held. 
confirmation hearings on Casey's 
nomination} and they made a deci- 
Sion that it was not sufficient to raise 
in the hearings and that's where the. 
Matter stands.” TT rT 
Rep. Chartes* Rose (D. N.C), a 
member of the House Select Commit. 
i tee on Intelligence, said yesterday ~ 
that the. allegations against . Casey: 
: needed ta be probed: “very careful: 


> Mya cteasd 


~ “I think the com nittee is going to: 
| have to take a look at-what this has 
‘done. to.the director's capacity” to™ 
continue’ serving as the nation’s” 
chief intelligence O‘ficer,” Rose said.” 
Speakes said that the information 
about the suits was ‘isted by Casey on. 
a personal disclosure-form -that is 
kept private by the White House. He 
Said the information also would have’ 
been part of an FRI background 
check giventotheS-nate. Sets 
-- In the New Orleans case, Casey and 
the other directors Inst a bid to claim 
part of the assets of the failed firm. A : 
ruling against the claim had beer | 
sought by a court-appointed lawyer} 
for the firm’s trustee as a penalty for 
the directors, and it was upheld July-; 
16, 1980, by a unanimous three-judge 
panel of the US. Fifth Circuit Court 
of Appealsin New Orleans, 7 
_ AS a result, the $10 miltion remain= ! 
ing of Multiponics’ «ssets was divid- 
ed iwo weeks ago ainong the firm's 
creditors, leaving no money to repay 
the directors for personal loans made 
to the firm, accordin:: to the trustee's. 
lawyer, Peter -J. Butler of New Or: 
leans. 0-2-29¢ rerio ies ote cerey le om 7 
. Casey's ‘attorney in New York, Mil: 
ton Gould, said the CIA director lost 
$150,000 in the venture. He noted that 
damage claims against Casey and - 
other directors had heen dismissed - 
in the New Orleanscase. -:... ‘- 
A spokesman for the Senate tntelli- 
gence Committee’ sa-d its staff has 
begun checking on the ClA’s office of 
Security and the procedures that led 
to its quick clearance of Hugel. The 
Spokesman, who declined to be iden- 
ufied, said the panel :s interested in 
knowing why the security office did 
not-uncover Hugel's business prob- 
lems. - ee sen” gh teas : 
Asked if the White House would. 
cooperate in any Senate -investiga.° 
tion of the Hugel and Casey matters, 
‘Speakes said" "come up here.’ 
GRARUAaNOUA come Senate - 
| has the right and Privilege-to do ~ 
; whatever they like.” ears rees 
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iy Curt Matthews 
Washington Bureau ofthe Suns 
« Washington—The personal financial 
dealings of CLA Director William J. Casey 
“are sure to come up” today at a closed... 
session of the Senate Select Committee on 
Intelligence, according to a member of the 
coramittee staff. en 3 

+ Two recently disclosed federal court 
railings against Mr. Casey for stock deal- 
ings prior to his appointment as head of. 
the Central Intelligence Agency have re- 
portedly raised questions. among some 
members of the committee about Mr. Ca- 4 


sey’s remaining in his-sensitive govern-- 


‘ ‘ 


ment post. ae =. 
« The federal court rulings critical’ of 

Mr. Casey, one in New Orleans and anoth- 

er in New York, came to light in the wake | 


of the resignation Tuesday of Max Hugel; 
the CIA’s deputy director for operations,” 
amid allegations that he, too, had engaged 
in questionable stock market activities, 

Mr. Casey, who had known Mr. Hugel 
for only 17 months before insisting upon 
his appointment as chief of the CIA’s clan- 
destine operations abroad, has come under 
criticism for failing to check more thor- 
oughly into Mr. Hugel’s background before 
naming him to one of the most sensitive 
posts in government. : ; 

“Mr. Casey is not on the agenda for 
iomorrow’s meeting,” an intelligence 
committee staff member commented yes-- 
terday. “It’s a routine business meeting. 
But I'll fall over in a dead faint if someone 
doesn’t bring up the Casey matter.”." -. 

Senate Republican leaders have moved 
gingerly around the subject of Mr. Casey’s 
background and his role in the abrupt 
departure of Mr. Hugel, but several Dem-:, 
ocratic senators are said to be interested | 
in learning more about recent events at 
the CIA, 

The two court rulings against Mr. 
Casey stem from the same case and in- 
volve his role as an officer and promoter 
of a now-bankrupt firm called Multipon- 
ics, Inc. ‘A federal judge in New York 
ruled May 19 that, Mr. Casey had cooper- 
ated with others connected with the firm 
to omit and misrepresent facts presented 
to potential investors. Ele ciate 

Last year, a federal appeals court rul- 
ing in New..Orleans, upholding another 
group of investors who had brought ‘suit | 
against::.Multiponics officers,’ said Mr. 
Casey and his associates in the firm drove 
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, ‘there is no controversy.” “a 


information submitted to the administra 


the corporation “deep and. deeper into | 
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Dealings of C1A’s Casey held “sure to 
‘come up’ when senators meet today 


debt” by managing in a “pattern of sélf-in 
terest." >... - =e ee 

Yesterday, Larry Speakes, deput 
White. House. press secretary, said Presi 
dent Reagan had not been informed abou 
Mr. Casey’s legal problems before pickin 
him toheadthe CIA, || - wsecrmai 


Ae 


background and decided the stockholde 
suits that had been brought against hi 
did not warrant consideration by th 
president. : 

__ Mr. -Reagan has expressed full trust in 
Mr. Casey, saying on Wednesday that, 


Mr: ‘Speakes said Mr. Casey had dis 
closed the lawsuits pending against him i 


tion before his nomination was submitted 
in February for confirmation by the Sen- 
ate. . : 

“This information was presented to the 
Senate [intelligence] committee and they 
made a decision that it was not sufficient 
to raise in the hearings, and that’s where 
the matter stands,” Mr. Speakes said. 

However, when the Senate intelligence 


-committee considered Mr. Casey’s legal 


problems earlier this year,.it was before 
Mr. Hugel’s controversial departure and 
before the May 19 court ruling in New 
York supporting the allegations of impro- 
priety against Mr. Casey. : 

“It’s agreed by both sides [Republicans 
and Democrats] that this is a matter that 
ought to be discussed,” said Peter Smith, a 
press aide for Senator Joseph R. Biden, Jr. | 
(D, Del), a member of the intelligence. 
committee. ~ ; = BP PS 

* Some- House members also indicated 
they favored a review of Mr. Casey’s deci- 
sion to hire Mr. Hugel and of the CIA di- , 
rector’s own personal financial dealings. ... 

Representative Charles Rose (D, N.C.) 
a member of the House Select Committee 
on Intelligence, said yesterday, “I think 
the committee is going to have to take a. 
look at what this has done to the director’s 
capacity to continue serving as the na- 
tion’s chief intelligence officer.” 

Meanwhile, in New York, Mr.. Casey’s. 
personal lawyer, Milton Gould, said the.. 
CIA director had lost money—$150,000— 


in the Multiponics venture, and noted that.; _ 


despite the court’s criticism of the firm’s 
management, the suit against Mr. Casey 
and other directors of the firm had been 


- pay the plaintiff $8,000. y 


dismissed by the New Orleans appeals. 
court. Li sibiee shih ete 
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. . If the allegations result in further con- | 
gressional inquiry, it will not be a new ex- | 
perience for Mr. Casey. | 
. ..In 1971, when former President Rich- | 
ard M. Nixon appointed him chairman of 
the Securities and Exchange Commission, 
the Senate Finance Committee initially 
confirmed his appointment but then: re- 
opened confirmation hearings to allow Mr. 
Casey to explain a numoer of lawsuits 
brought against him for violation of se- 
curities law in the 1960s. ; ; : 

The suits had not be <lisclosed in his 
brief initial appearance before the Fi- 
nance Committee. One suit, brought in. 
1962, charged that Mr. Casey helped sell 
an unregistered stock in a firm called Ad- 
vancement Devices, Inc.. a New York 
firm. Mr. Casey was a director and princi- 
_pal stockholder in the comoany. | 


The plaintiff in the suit, a stockholder, 
sought relief totaling $10,900. Mr. Casey 
settled the case out of court by agreeing to | 


In 1965, Mr. Casey:and several other 
officers and directors of . New Orleans 
firm known as Kalvar Corporation were 
charged in a stockholders’ suit with giving 
misleading information about the terms of 
a proposed acquisitioa by Kalvar of anoth- | 
er firm, S. 0, Systems, inc., of Burlin- 
game, Calif. . 1 

Other matters regarding Mr. Casey’s | 
background that became ot interest to the : 
Senate Finance Committee after his con-. 
firmation hearings were reopened in 1971 | 
were charges of plagiarism in writing a 
book on tax law. : & er 

Mr. Casey. had initially told the com- 
mittee the court record of the suit had: 
. been sealed on the initiative of the judge: 
who heard the case, which was settled: 
when Mr. Casey agreed to pay an India- 
napolis man $15,000... . ; 


However, research by Senator William | 
Proxmire (D, Wis.) disclosed that it was | 
Mr. Casey, not the judge, who insisted that | 
the record be sealed. After testimony by | 
the judge before the Finance Committee, 

‘Mr: Casey said he had been wrong in his 
initial testimony. | ; oS 

Despite the controversy surrounding 

- his. appointment, -Mr.. Casey was con- 
firmed as chairman of theSEC....0 7-0." 


a 
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Mir. Casey continued, however, to gen- 
erate controversy. In 1974, he wag a pros-, 
ecution witness at the trial of former At- 
torney General John N. Mitchell and for-! 
mer Commerce Secretary Maurice H. 
Stans. The two Nixon cabinet officers 
stood trial in New York but were acquit- 
led on charges stemming from a secret 
cash campaign contribution by interna: 
lional financier Robert L. Vesco. 


Mr. Casey testified about attempts by | 
John Dean, a former White House counsel, 
to tawart an SEC investigation of Mr. 
Vesco, : 

Later, when. the House Interstate and 
Foreign Commerce Committee tried in 
1974 to reyiew SEC documents regarding 
a controversial merger between Hartford 
Insurance Company and International Tel- 
ephone & Telegrapo Corporation, Mr. 
Casey sent the material to the Justice De- | 
partment—-an attempt to block further in- | 
vestigation of the merger, according to 
then-Representative Harley Staggers (D, 
W.Va.), chairman of the’ subcommittee | 
probing the transaction. ; cm ‘yl 
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It is perplexing why the Reagan administration 
. ever approved the appointment of former Reagan 
campaign aide Max Hugel as the CIA's deputy di- 
rector of operations, one of this cotintry’s most sen- 
sitive intelligence posts. That the administration 
did so when Mr. Hugel’s ceredentials for the job 
were woefully inadequate is incomprehensible... -4:-. 
But it is perplexing and incomprehensible only’. 


until one considers who recommended and ultize. 


sg 


mately appointed Mr. Hugel to the job: CLA Direc- 
tor William Casey. put Mr. Hugel in charge of the: 
' agency’s clandestine operations, and: considering’ 
recent reports which reflect on Mr. Casey’s integri 


ty, the whole Hug affair is not So'surprising. 48s - 


Under Mr. ey’s stewardship, the CIA has. 
become increasingly politicized. The Hugel case is<’ 
a good example. When Mr. Casey appointed him to” - 
the deputy directorship, the intelligence commiuni- * 
ty was dismayed. because of Mr. Hugel’s lack of 
experience. In the past, the position Mr. Hugel was 
given had gone to career. CIA people or outside ex- 


perts — not. political buddies. But in Mr. Hugel’s 2 
case, Cronyism won out; even the CIA background / 
investigation into his past was but a skimpy seven- 

day affair, and we can only assume that it some- . 
how failed to reveal the serious problems that have i 
since hurt the agency's credibility and Jed to Mr. ran 


2 


Hugel’s resignation.” - 
ft O a 3 
Mr. Hugel has been accused by Thomas R. 
' McNell and Samuel F. McNell of having provided: 
their securities firm with confidential information 
. about his company, with improperly funneling 
* $131,000 into the firm and with helping them use 
their firm to improperly boost trading in the stock 
issued by Mr. Hugel’s company, Brother Interna- 
tional Corp. ie : " : ohne 
The Hugel story is a blot on the integrity of. the: 
. Reagan administration,-but the rest of the story is. 
"even sorrier. Whereas Mr. Hugel stands accused, 
Mr. Hugel’s. former boss has been found guilty of 7 
improprities, 


© 


™~ 
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ederal J udge Charles 


E. Stewart Jr., of the 


‘Southern District of New York, conci.ded in a May | 
19 decision that Mr. Casey, while a member“and « 
the secretary of Multiponics Inc. in the late 1960s,- 


knowingly misled investors in a 33.5 million fund- 
raising drive for the New Orleans company ‘that 
has since gone out-of business. Moreover, Mr: Ca- 


sey has even admitted that he made misstate- . 


ments to investors. . “5 


sued, and the 
seek damages. 


sey has been chastized for his involvement in Mut- 
liponics. Last July, another federal judge, Alvin 
Rubin, ruled that.Mr. Casey and his fellow officers 


in Multiponics — each of whom. had niade personal _ 


loans to the company — should go to the back of 
the line of creditors when the company filed for re- 


management decisions made by the board of direc- 
tors and the officers of the company vere responsi- 
ble for the company’s failure. 


Mr. Hugel, although 


government sources told The Washinton Post, he 
really had no choice -— he could either resign or be 
fired by order of the White House. And that’s ex- 


a 
died. A person in a sensitive positior such as the 
one Mr. Hugel held at the agency shculd be above 
reproach — the person should even be above any 
appearance of reproach. ae : 


' - But what-about Mr. Casey? He admitted mis- | 
stating facts, and he now faces more than accusa- 
tions. Judge Stewart ruled that Mr. Casey was in- 
volved in improprieties, and Judge Rubin decided ° 
d mismanaged a company. And ~, 
_ yet Mr. Casey remains director of 


that Mr. Casey 
the CIA.” 


beats pete date, aa ae vie 
Pea beslo cA ee fae 4, Soke see ay 
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What Mr. Casey and Judge Stewart are really! 
Saying is that Mr. Casey lied; for that sin, he was « 
plaintiffs in the case will probably 


The New York'case is the second time Mr. Ca-. 


. he protests tis innocence, 
; has resigned his post at the CIA. Aeco-ding to what 


ayy how Mr. Hugel's case should have been han- - 
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